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cerning exchange regulation of com- 
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The following rules relate to self-regulatory organi- 
zation rule proposals and/or adoptions 


34-13594 34-13598 34-13601 34-13606 34-13614 
34-13595 34-13599 34-13602 34-13609 34-13615 
34-13596 34-13600 34-13604 34-13613 


33-5831 Proposal to adopt a procedure where- 
by it may determine whether a filing 
pursuant to the small issues exemp- 
tion from registration under the 
Securities Act of 1933 has been 
abandoned so that it may be re- 
moved from consideration as a pend- 
ing matter. This procedure would 
enable the Commission to remove 
from consideration as a pending filing 
those filings which are not up to date 
and should not be relief upon for the 
accuracy of the information therein. 
[File No. S7-702—Comment Period 
Expires July 31, 1977] 


33-5833 Proposal to amend Rule 134 and pro- 
posed Rule 434d under which any 
investment company registered under 
the 1940 Act which has filed a re- 
gistration statement under the 1933 
Act would be permitted to advertise 
with respect to the securities covered 
by such registration statement subject 
to certain restrictions and conditions 
[File No. S7-705—Comment Period 
Expires July 25, 1977] 


34-13597 Proposed Rule and related form under 
the 1934 Act prescribing the proce- 
dure to be used for withdrawing the 
registrations of transfer agents re- 
gistered with the Commission [File 
No. S7-703—Comment Period Expires 
July 15, 1977] 


Proposal to adopt a rule to exempt 
certain persons from being deemed 
interested persons under the 1940 
Act [File No. S7-701—Comment 
Period Expires July 18, 1977] 





SEC DOCKET/749 








SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Rel. No. 5831/June 6, 1977 


File No. $7-702 (comment period ends July 31, 1977) 
SMALL ISSUES EXEMPTION 

Procedures With Respect to Abandoned Notifications 
AGENCY: Securities and Exchange Commission. 
ACTION: Proposed Rule. 


SUMMARY: The Commission proposes to adopt a 
procedure whereby it may determine whether a filing 
pursuant to the small issues exemption from registra- 
tion under the Securities Act of 1933 has been 
abandoned so that it may be removed from considera- 
tion as a pending matter. This procedure would enable 
the Commission to remove from consideration as a 
pending filing those filings which are not up to date 
and should not be relied upon for the accuracy of the 
information therein. 


DATES: Comments must be received on or before 
July 31, 1977. 


ADDRESSES: All communications on this matter 
should be submitted in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Comments should refer to File No. S7-702 
and will be available for public inspection. 


FOR FURTHER INFORMATION CONTACT: Ruth D. 
Appleton, Chief, Office of Tender Offers, Acquisitions 
and Small Issues, Division of Corporation Finance, 
Securities and Exchange Commission, Washington, 
D.C. (202) 755-1290. 


SUPPLEMENTARY INFORMATION: 


The Securities and Exchange Commission today 
proposed for comment Rule 264 [17 CFR 230.264] and 
an amendment to its rule governing delegation of 
authority to Regional Administrators [17 CFR 200.- 
30-6] establishing a procedure whereby the Commis- 
sion may determine that a notification on Form 1-A [17 
CFR 239.90] filed pursuant to the Regulation A 
exemption [17 CFR 230.251 to 230.264] from the 
registration requirements of the Securities Act of 1933, 
as amended (‘‘the Securities Act’’) [15 U.S.C. 77a et 
seq.], has been abandoned. The Commission may then 
remove such filings from consideration as a pending 
matter. 
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BACKGROUND 


At any given time, there are on file with th 
Commission a number of notifications on Form Ap 
which the issuers appear to have abandoned. This 
situation may have developed either because the 
issuer has determined not to proceed with an offering 

due to changed market or other conditions or because 

the issuer has ceased operations due to its dissolution 

or bankruptcy. Whatever the reason, the filing is not 

up to date and should not be relied upon for the 
accuracy of the information therein. Therefore, the 
filing should be withdrawn by the issuer or otherwise 
removed from consideration as a pending filing. 





To accomplish this purpose, the proposed rule 
provides that when a Regulation A filing has become 
out of date by the passage of nine months from the 
filing date of the notification or from the filing date of 
the latest substantive amendment thereto, and the 
issuer has not furnished the Commission a satisfactory 
explanation why it has not amended or withdrawn the 
filing, the Commission may, in its discretion, follow 
the procedure set forth in the proposed rule. The 
proposed rule also provides that an abandoned filing 
shall be marked as such and shall remain in the files of 
the Commission. 


—————__—<« 


In order to simplify most effectively the procedure for 
ordering abandonment of Regulation A filings, the 
Commission also proposes to delegate the authority to 
order such filings abandoned to the Regional Admini- 
strators. 


TEXT OF AMENDMENTS 


1. Regulation A [17 CFR 230.251 to 230.263] is 
proposed to be amended by adding a new §230.264, 
reading as follows: §230.264 Procedure with respect to 
abandoned notifications on Form 1-A [§239.90]. | 


When a notification on Form 1-A [§239.90] under 
§§230.251 to 230.264, or the latest substantive amend- 
ment thereto, if any, has been on file with the 
Commission for a period of nine months from its filing 
date and the offering has not commenced, the 
Commission may, in its discretion, proceed in the 
following manner to determine whether such filing has 
been abandoned by the issuer. 


(a) Notice wiil be sent to the issuer, and to any 
counsel for the issuer named in the notification, by 
registered or certified mail, return receipt requested, 
addressed to the most recent addresses for issuer and 
issuer’s counsel as reflected in the notification. Such 
notice will inform the issuer and issuer’s counsel that ( 
the notification or amendments thereto is out of date 

and must be either amended to comply with applicable 











requirements of §§230.251 to 230.264-or be withdrawn 
within thirty days after the date of such notice. 


@: If the issuer or issuer’s counsel fails to respond to 


such notice by filing a substantive amendment or 
withdrawing the notification or does not furnish a 
satisfactory explanation as to why the issuer has not 
done so within such thirty days, the Commission may, 
where consistent with the public interest and the 
protection of investors, enter an order declaring the 
notification abandoned. 


(c) When such an order is entered by the Commission, 
the papers comprising the notification and any 
amendment thereto will not be removed from the files 
of the Commission but will be plainly marked in the 
following manner: ‘‘Declared abandoned by order 
dated [Secs. 3(b), 19(a), 48 Stat. 
75, 85; Sec. 209, 48 Stat. 122, 59 Stat. 167; Pub. L. 
91-565, 84 Stat. 1480; 15 U.S.C. 77c(b), 77s(a)] 





I1. The Commission’s Rules of Organization [17 CFR 
200.1 to 200.30-12] are proposed to be amended by 
adding a new §200.30-6(a)(4) to read as follows: 
§200.30-6 Delegation of authority to Regional Admini- 
stators. 


lay Pe 


- (4) To issue orders declaring notifications on Form 


1-A (§239.90 of this chapter) abandoned pursuant to 
Rule 264 (§230.264 of this chapter). 


The Commission proposes for comment Rule 264 
pursuant to Sections 3(b) and 19(a) of the Securities 
Act. The delegation of authority amendment is 
proposed to be made pursuant to Public Law 87-592, 
76 Stat. 394 (15 U.S.C. 78d-1, 78d-2). 


By the Commission. 


George A. Fitzsimmons 
Secretary 


June 6, 1977 





SECURITIES ACT OF 1933 
Rel. No. $832/ June 7, 1977 


SECURITIES EXCHANGE ACT of 1934 
Rel. No. 136031/June 7, 1977 


PUBLIC UTITLITY HOLDING COMPANY ACT of 
1935 
Rel. No. 20067/ June 7, 1977 


INVESTMENT ADVISERS ACT of 1940 
Rel. No. 5901/June 7, 1977 


INVESTMENT COMPANY ACT of 1940 
Rel. No. 9808/ June 7, 1977 


Reimbursement for Travel or Subsistence Expenses 
AGENCY: Securities and Exchange Commission. 
ACTION: Amendment of Conduct Regulation. 


SUMMARY: The amendment prescribes the~ condi- 
tions under which Commission members and em- 
ployees may accept reimbursement for travel or 
subsistence expenses from nongovernmental sources 
and sets forth the policy of the Commission with 
respect to the acceptance of honoraria or similar fees 
and payments. It reflects the Commission’s concern 
that, conflicts of interest be strictly prohibited and the 
Commission believes that the amendment will not only 
preciude potential conflict of interest situations but 
also avoid even the appearance of conflicts. 


DATES: Effective Date: Upon publication. Comments 
must be received on or before: December 1, 1977. 


ADDRESSES: Comments should be addressed, in 
triplicate, to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. All such communications should refer to 
File No. S7-704 and will be available for public 
inspection in Room 6101, 1100 L Street, N.W., 
Washington, D.C. 


FOR FURTHER INFORMATION CONTACT: Vernon 
Zvoleff, Attorney, Office of the General Counsel, 
Securities and Exchange Commission, Washington, 
D.C. 20549, (202) 755-1387. 


SUPPLEMENTAL INFORMATION: On April 13,1977, 
the United States Civil Service Commission approved 
for publication the amendment to the Commission’s 
conduct regulation set forth below. Therefore, pur- 
suant to 5 CFR 735.104(c), this amendment is effective 
upon publication in the FEDERAL REGISTER. In 
general, the amendment prohibits Commission mem- 
bers and employees from accepting reimbursement for 
travel and subsistence expenses, under any circum- 
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stances, from entities required to file reports or 
registration statements with the Commission or from 
entities regulated by the Commission, as well as any 
association predominately composed of such regulated 
entities. Subject to that prohibition, Commission 
members and employees on official duty status may 
accept reimbursement from tax-exempt entities of the 
type described in 26 U.S.C. 501(c)(3); and employees, 
while appropriately on annual leave, may accept 
reimbursement from other entities as well. Under no 
circumstances may either members or employees 
accept reimbursement, nor may payment be made on 
their behalf, for unreasonable or lavish expenses, gifts, 
entertainment or other personal benefits. 


Honoraria or similar payments are discouraged and 
may not be accepted without prior written approval 
from the Commission’s General Counsel, subject to 
the general review of the Commission. 


Although the amendment shall be effective immedi- 
ately, the Commission will reevaluate the amendment 
after approximately six months, in light of its 
experience with the new requirements. Comments 
received prior to December 1, 1977, will be considered 
by the Commission during this reevaluation. 


Accordingly, 17 CFR Part 200 is amended by revising 
paragraph (b)(5) of §200.735-4 and adding paragraph 
(b)(7) thereto to read as follows: §200.735-4. Outside 
or private employment. 


* * * * * 


fey * 


(5)(i) A member or employee may accept reimburse- 
ment for travel or subsistence expenses, and any 
expenses may be paid on his or her behalf, only if 
reimbursement is authorized by paragraphs (b(5)/(iii) 
or (iv) of this section. No member or employee may, 
under any circumstances, accept reimbursement for 
travel or subsistence expenses incurred in connection 
with attendance at a seminar, meeting, conference, 
etc., sponsored in whole or in part by any person from 
whom the acceptance of reimbursement is prohibited 
by paragraph (b)(5)(ii) of this section. 


(ii) No member or employee shall accept reimburse- 
ment for travel or subsistence expenses from 


(A) any person*’ directly required to file reports or 
registration statements with the Commission, or 


(B) any person* directly regulated by the Commission, 
including any association or other group predomi- 
nately composed of persons regulated by the Commis- 
sion. 





*As defined in paragraph b(1) of §200.735-3. 
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For purposes of this section, the phrase ‘‘person 
regulated by the Commission’? means all persons 


required to register with, the Commission, includin 
but not limited to, such persons as brokers or dealers 
in securities, national securities exchanges, national 
securities associations, investment companies, invest- 
ment advisers, public utility holding companies, and 
any self-regulatory organization, as that term is 
defined in Section 3 of the Securities Exchange Act of 
1934, 15 U.S.C. 78c. 


whose activities are directly regulated by, or who . 


(iii) Subject to the general prohibition set forth in 
paragraph (b)(5)(ii) of this section, members or 
employees may, pursuant to 5 U.S.C. 4111, while on 
official duty status, accept bona fide reimbursement 
for actual expenses for travel or necessary subsistence 
incident to attendance at meetings from a person 
determined by the Secretary of the Treasury to be a 
tax-exempt organization of the type described in 26 
U.S.C. 501(c)(3), provided, however, that no Govern- 
ment payment or reimbursement is made for the 
expense so reimbursed, and provided further that the 
member or employee is not reimbursed, nor payment 
made on his or her behalf, for those personal living 
expenses, gifts, entertainment or other personal 
benefits, which are unreasonable or lavish. 


(iv) Consistent with the general prohibition set forth 
in paragraph (b)(5)(ii) of this section and the 
Commission’s regulations governing conflicts of int 


rest, employees (but not members) of the eRe 


appropriately on annual leave may accept bona fide 
reimbursement for actual expenses for travel or 
necessary subsistence from persons in addition to 
organizations described in paragraph (b)(5)(iii) above, 
provided that the employee is not reimbursed, nor 
payment made on his or her behalf, for those personal 
living expenses, gifts, entertainment or other personal 
benefits, which are unreasonable or lavish. 


(v) Nothing in this section or otherwise shall be 
considered as permitting the acceptance from any 
person of reimbursement to a member or employee of 
the Commission, directly or indirectly, for the travel or 
subsistence expenses of the member’s or employee’s 
spouse or traveling companion. 


* * * * * 


(7) As a matter of general policy, the Commission 
discourages the acceptance of honoraria or similar fees 
and payments. In accord with this policy, no member 
or employee may accept an honorarium unless written 
approval is obtained in advance from the Commis- 


of the Commission. Requests for such approval should 
be submitted to the General Counsel in writing and 
should include a statement in support of the request. 


sion’s General Counsel, subject to the general nolo 











An employee may not, under any circumstances, 
accept an honorarium from any person from whom 
aire for travel expenses is prohibited by 


aragraph (b)(5)(ii) of this section. 
(5 CFR 735.104 (b)) 


By the Commission. 


George A. Fitzsimmons 
Secretary 


June 7, 1977 





SECURITIES ACT of 1933 
Rel. No. 5833/June 8, 1977 


INVESTMENT COMPANY ACT of 1940 
Rel. No. 9811/June 8, 1977 


File No. S7-705 (comment period ends July 25, 1977) 

ADVERTISING BY INVESTMENT COMPANIES 

AGENCY: Securities and Exchange Commission. 
CTION: Proposed Rulemaking. 


SUMMARY: The Commission proposes to adopt a 
rule under which any investment company registered 
under the Investment Company Act of 1940 which has 
filed a registration statement under the Securities Act 
of 1933 (‘1933 Act’’) would be permitted to advertise 
with repsect to the securities covered by such 
registration statement subject to certain restrictions 
and conditions. It further proposes to amend an 
existing rule to remove the restriction limiting the use 
of expanded tombstone advertisements to investment 
companies whose registration statements under the 
1933 Act have become effective. These proposals 
would permit inclusion of more information in such 
advertisements than permitted under existing laws 
and rules. 


DATES: Comments must be received on or before 
July 25, 1977. 


ADDRESS: Comments should be sent in triplicate to 
George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549 and 
should refer to File No. S7-705. 


FOR FURTHER INFORMATION CONTACT: Stanley 
B. Judd, Division of Investment Management, Securi- 
ties and Exchange Commission, Washington, D.C. 
20549 (202) 755-1335. 


SUPPLEMENTARY INFORMATION: Notice is hereby 
given that the Securities and Exchange Commission 
has under consideration the adoption of a rule under 
the Securities Act of 1933 (the “1933 Act”) [15 U.S.C. 
77a et seq.] which would permit any investment 
company registered under the Investment Company 
Act of 1940 (the “1940 Act”) [15 U.S.C. 80a et seq.] 
which is selling or proposing to sell its securities under 
a registration statement filed under the 1933 Act to 
advertise with respect to the securities referred to in 
such registration statement so long as any such 
advertisement (1) appears in a newspaper or maga- 
zine of general circulation, (2) contains only informa- 
tion the substance of which is included in the Section 
10(a) prospectus, (3) states conspicuously from whom 
a prospectus containing more complete information 
may be obtained and that an investor should read that 
prospectus carefully before investing, (4) is limited to 
no more than 600 words, excluding required legends, 
and charts and graphs and (5) if used prior to 
effectiveness of the registration statement, contains 
the statement required by rule 433(b) [17 CFR 
230.433(b)]. 


The Commission also has under consideration the 
adoption of an amendment to rule 134 [17 CFR 
230.134] under the 1933 Act that would remove the 
prohibition presently contained in the rule with respect 
to the use by investment companies, during the time 
between the filing of a registration statement and the 
time the statement becomes effective, of an advertise- 
ment which contains information that the rule 
presently permits only after effectiveness. 


The new rule would be adopted pursuant to the 
authority granted the Commission in sections 10(b), 
10(c), 10(d), 10(f) [15 U.S.C. 77j(b), (c), (d), and (f)] 
and 19(a) [15 U.S.C. 77s(a)] of the 1933 Act. The 
amendment to rule 134 would be adopted pursuant to 
sections 2(10) [15 U.S.C. 77b(10)] and 19(a) of the 1933 
Act. 


1. BACKGROUND 


Investment companies, like other issuers, are re- 
stricted in their opportunities to advertise sales of 
their securities by the following: (1) section 2(3) [15 
U.S.C. 77b(3)] of the 1933 Act which defines an ‘‘offer 
to sell’’ to include every attempt or offer to dispose of, 
or solicitation of an offer to buy, a security or an 
interest in a security, for value; (2) subsection (c) of 
section 5 [15 U.S.C. 77e(c)] of the 1933 Act which 
makes it unlawful for any person to make use of any 
means or instruments of transportation or communica- 
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tion in interstate commerce or of the mails to offer to 
sell or offer to buy through the use or medium of any 
prospectus or otherwise, any security unless a 
registration statement has been filed as to such 
security; (3) section 2(10) of the 1933 Act which 
includes an advertisement in the definition of a 
prospectus; and (4) section 5(b)(1) [15 U.S.C. 77e(b)- 
(1)] of the 1933 Act which prohibits the use of 
jurisdictional means to carry or transmit any pro- 
spectus relating to any security with respect to which a 
registration statement under the 1933 Act has been 
filed unless such prospectus meets the requirements 
of section 10 [15 U.S.C. 77j] of the 1933 Act. Under 
section 10(a) [15 U.S.C. 77j(a)] of the 1933 Act, 
prospectuses are required to contain, with certain 
exceptions, information which section 7 [15 U.S.C. 
77g] of the 1933 Act, and Schedules A and B 
thereunder, require to be included in a registration 
statement. 


There are three exceptions to the general requirement 
that public communications offering securities for sale 
be in the form of section 10(a) prospectuses. 


(1) Section 2(10)(a) [15 U.S.C. 77b(10)(a)] excepts 
from the definition of a prospectus a communication 
preceded or accompanied by a written prospectus 
meeting the requirements of section 10(a). It is under 
this exception that investors have been sent sales 
literature preceded by or together with a section 10(a) 
prospectus. 


(2) Section 2(10)(b) [15U.S.C. 77b(10)(b)] excepts from 
the definition of a prospectus, 


a notice, circular, advertisement, letter or communi- 
cation in respect of a security. . . [which] states from 
whom a written prospectus meeting the requirements 
of section 10 may be obtained and, in addition, does 
no more than identify the security, state the price 
thereof, state by whom orders will be executed, and 
contain such other information as the Commission, by 
rules or regulations deemed necessary or appropriate 
in the public interest and for the protection of 
investors, and subject to such terms and conditions as 
may be prescribed therein, may permit. 


This second exception, and rule 134 thereunder, 
permit the so-called ‘‘tombstone’’ advertisement. 


(3) The third exception from the general scheme of 
regulation is provided by section 10(b) which autho- 
rizes the Commission by rules or regulations deemed 
necessary or appropriate in the public interest or for 
the protection of investors to permit the use of a 
prospectus, for the purpose of subsection (b)(1) of 
section 5, which omits in part or summarizes 
information in the prospectus specified in subsection 
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10(a). It is under this provision that the Commission 
has authorized the ‘‘summary prospectus.’’ 


Because the only ‘‘product’’ of the typical investmer@) 


company is its shares and because it is in continuous 
registration, any advertisement for such a company is 
a prospectus that is illegal unless it complies with 
statutory requirements. As a result, investors cannot 
learn about an investment company, as they can learn 
about other companies, from advertisements of its 
products or policies or from widely disseminated 
annual reports to shareholders or similar publications. 
Moreover, since institutions such as savings and loan 
institutions and insurance companies which compete 
with investment companies for investor interest are 
not subject to the same limitations on their advertising 
as are investment companies, these limitations may 
restrict the availability to investors of information 
about all relevant investment possibilities. Expansion, 
to some extent, of the information available to 
investors may assist them in considering alternative 
investment opportunities. The Commission is, there- 
fore, presently proposing to issue a rule that would 
permit more information to be included in investment 
company advertising than is presently permitted. 
However, the Commission seeks comment on whether 
any benefit of advertising to investment companies, 
investors, and the public is significant enough to 
outweigh (1) the risk that investors may be misled by 
advertisements, which risk is attendant upon any rule 


no matter how circumscribed that would ae | 


greater latitude in advertising and (2) the substantial 
surveillance and enforcement costs to the Commission 
that may be entailed. In this connection, the 
Commission is interested in the role that may be 
played by industry groups or self-regulatory organiza- 
tions. 


il. PROPOSED NEW RULE 


It does not appear that the summary prospectus, as 
currently permitted by rule 434a [17 CFR 230.434a], is 
used to any extent as an investment company 
advertisement in public media such as newspapers 
and magazines of general circulation. 


While the requirements of rule 434a may be 
appropriate with respect to a document, such as a 
Summary prospectus aS now permitted, which an 
investor might reasonably confuse with a section 10(a) 
prospectus, they may be neither necessary nor 
appropriate with respect to a brief advertisement in a 
newspaper or magazine of general circulation. 


Pursuant to section 10(d) of the 1933 Act, the 
Commission is authorized, in the exercise of its powers 
under subsections (a), (b), and (c) of section 10, to 
classify prospectuses according to the nature and 
circumstances of their use or the nature of the 








security, issue, issuer, or otherwise, and, by rules and 
regulations and subject to such terms and conditions 
s it shall specify therein, to prescribe as to each class 
he form and contents which it may find appropriate 
and consistent with the public 
protection of investors. 


interest and the 


Section 19 [15 U.S.C. 77s] of the 1933 Act also gives 
the Commission general authority to make such rules 
and regulations as may be necessary to carry out the 
provisions of the Act, including rules and regulations 
governing registration statements and prospectuses 
for various classes of securities and issuers. 


In view of the special problems of investment 
companies under the general pattern of regulation 
under the 1933 Act, the fact that advertisements in 
newspapers and magazines of general circulation are 
open to public scrutiny, and the impracticality of 
advertising in these public media by means of the 
summary prospectus permitted by rule 434a, the 
Commission is considering adopting a rule under 
sections 10(b), 10(c), 10(d), 10(f), and 19(a) of the 1933 
Act that would deal only with brief advertisements on 
behalf of investment companies in newspapers and 
magazines of general circulation. It is not proposed 
that the rule would apply to radio or television where 
the advertising techniques are broader and possibly 
contain a greater potential for abuse. The Commission 
Qe: comments on whether the proposed rule also 
should apply to radio and television advertisements. 


The proposed rule would not permit investment 
companies to use a new form of written communi- 
cation in direct mailings that would supplant the 
summary prospectus as presently permitted. Further- 
more, the proposed rule, like the present newspaper 
prospectus rule, rule 494 [17 CFR 230.494], would not 
apply to reprints, reproductions or detached copies of 
a permitted advertisement. Such reprints, however, 
could be used as sales literature so long as they were 
preceded or accompanied by a section 10(a) pro- 
spectus. 


The proposed rule would apply to advertisements for 
closed-end as well as open-end companies. With 
respect to closed-end companies, it would apply when 
the company was offering securities and a current 
section 10(a) prospectus was available to be sent to 
inquiring investors. It would be relevant only when the 
company was offering securities. At other times, of 
course, a closed-end company, unlike an open-end 
company which is always offering its securities, can 
make information about the company available to 
investors, such as by circulating an annual report, 
without being considered to be making an offer of its 
securities. 


(A) The information that may be contained in an 
advertisement under the proposed rule. 


Advertisements made pursuant to the proposed rule 
would be limited to information the substance of which 
is contained in a section 10(a) prospectus. This is 
proposed because section 10(b) permits the Commis- 
sion only to authorize the use of a prospectus for the 
purpose of subsection (b)(1) of section 5 which omits in 
part or summarizes information in the prospectus 
specified in section 10(a). Therefore, any information 
in an advertisement permitted under section 10(b) 
must be limited to information which is in the 
prospectus specified in section 10(a). This includes 
information that is voluntarily put into the section 
10{a) prospectus-as well as information required to be 
there. However, the words used in an advertisement 
to convey an idea would not have to be the exact words 
that were used in the section 10(a) prospectus to 
convey the same idea, and advertising techniques 
could be used to convey information contained in the 
section 10(a) prospectus even though such techniques 
are not themselves part of the section 10(a) prospectus 
so long as any such technique would not tend to 
mislead an investor.’ 


(B) Any advertisement made pursuant to the proposed 
rule under section 10(b) would be subject to those 
provisions in the securities laws and the rules 
thereunder which deal with false or misleading 
statements. 


Any advertisement made pursuant to the proposed 
rule under section 10(b) would not be excepted 
from the definition of a prospectus. It could, therefore, 
serve as a basis for recission or damages under section 
12(2) [15 U.S.C. 771(2)] of the 1933 Act if it contained 
a materially untrue statement or omitted to state a 
material fact necessary to make the statements made, 
in the light of the circumstances in which they were 





‘In this connection see ‘‘Donaldson v. Read Magazine, 
Inc.,” 333 U.S. 178 (1948), in which the United States 
Supreme Court said: 


Advertisements as a whole may be completely 
misleading although every sentence separately consid- 
ered is literally true. This may be because things are 
omitted that should be said, or because advertise- 
ments are composed or purposely printed in such way 
as to mislead. ... Questions of fraud may be 
determined in the light of the effect advertisements 
would most probably produce on ordinary minds. 


Id. at 188-89 (citation omitted). See also ‘‘In the 
Matter of Dow Theory Forecasts, Inc.’’ 43 SEC 821, 
[1967-1969 Transfer Binder] Fed. Sec. L. Rep. (CCH) 
para. 77,580 (July 22, 1968); pp. 13-14 infra. 
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made, not misleading. It might also serve as a basis 
for action under section 17(a) [15 U.S.C. 77q(a)] of the 
1933 Act or section 10(b) of the Securities Exchange 
Act of 1934 [15 U.S.C. 78a et seq.] and rule 10b-5 [17 
CFR 240.10b-5] thereunder. 


Any advertisement would also be ‘‘sales literature’’ as 
that term is used in the ‘‘Statement of Policy’’ (as 
Amended November 5, 1957) Investment Company 
Act Release No. 2621, and, thus, subject to the policy 
stated therein as to what consitutes materially 
misleading information. 


In addition, with respect to advertising pursuant to the 
proposed rule, it is the Commission’s position that 
whether any communication is or is not misleading 
with respect to a material fact will depend on all of the 
particular facts including the form as well as the 
content of a communication, the implications con- 
tained in and the inferences likely to be drawn as a 
result of the communication. 


For example, information concerning investment 
company performance may be misleading if it implies, 
or is subject to an inference, that prospective investors 
may expect performance or quality of investment 
advice similar to that suggested by the performance 
data provided, if there are additional data, with 
respect to the competence of the investment adviser or 
otherwise, which are known to, or in the exercise of 
reasonable care, should be known to, the provider of 
the information and which are inconsistent with any 
such implication or inference. 


In this connection, the reasonable care that is 
required, with respect to the adequacy of disclosure, is 
that of a vendor of securities and not that of a vendor 
of ordinary consumer goods which may be evaluated 
by inspection or are otherwise familiar to the user. 


(C) Advertisements under the proposed rule are 
limited to 600 words, excluding required legends, and 
charts and graphs. 


To preserve the section 10(a) prospectus as the 
primary selling document, it seems desirable that the 
length of advertisements be limited since they might 
otherwise tend to cause investors mistakenly to regard 
the section 10(a) prospectus as superfluous. While 
advertisements should not be so long as to cause this 
to happen, they should be long enough to provide 
whatever information is necessary to prevent the 
information that is contained from being misleading. 


The proposed limit is on the number of words that may 
be contained in an advertisement under the rule. 
Other limits may be as efficient as a word limit and, 
perhaps, more practical. The Commission invites 
suggestions in this regard. 
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In fixing the word limitation, a limit was sought that 
would satisfy the previously mentioned criteria. The 


length of randomly selected advertisements on icc 
O 


financial pages of newspapers and magazines was als 
considered. These considerations have led to the 
proposal of a word limit of 600 words, excluding 
required legends, and charts and graphs. 


The question of whether is would be sufficient to limit 
a permitted advertisement to ‘‘about’’ 600 words was 
also examined. Although such a requirement would 
provide a degree of flexibility, it would lead to 
interpretative questions and probably result in some 
other absolute figure such as 650 or 699 becoming the 
limit. Thus, the proposal contains an absolute limit. 


Consideration was given to the idea that it might be 
sufficient to require that an advertisement under any 
new rule, like an advertisement under rule 134, merely 
be ‘‘brief.’’ While there is merit in this approach, in 
that it permits flexibility, it may give rise to problems 
of interpretation despite its apparent simplicity. First, 
even though rule 134 permits advertisements which 
contain only particular classes of information, ques- 
tions have frequently arisen as to whether advertise- 
ments purportedly under rule 134 satisfy the require- 
ment of the rule that they be brief. Questions 
concerning the meaning of the word ‘‘brief’’ would be 
even more likely under a rule which would permit any 
information in the section 10(a) prospectus to be 
included in an advertisement. Second, many questions 
of interpretation under a new rule are likely to arise and 
it would appear desirable to use objective, definite 
criteria, if feasible. Third, a rule should be precise 
enough to provide guidance and, thus, justify 
enforcement. For these reasons, the proposed rule 
contains precise limits on length. However, the 
Commission seeks comment on whether it would be 
sufficient, in this connection, to require only that an 
advertisement be brief or whether any specific 
reference to brevity is necessary to preserve the 
section 10(a) prospectus as the primary selling 
document. 


(D) The proposed rule requires any advertisement 
under the rule to state from whom a section 10(a) 
prospectus containing more complete information may 
be obtained and that an investor should read that 
prospectus carefully before investing. 


The 1933 Act intended the section 10(a) prospectus to 
be the primary selling document. Nevertheless, an 
investor can purchase a security which he learns about 
from an advertisement or a salesman before receiving 
a section 10(a) prospectus. Therefore, to preserve the 
section 10(a) prospectus as the primary selling 
document while liberalizing what may be included in 
advertising, it is necessary that the advertisement 
itself state from whom a section 10(a) prospectus may 








be obtained, that such prospectus contains more 
complete information than is contained in the 
advertisement, and that an investor should read the 
section 10(a) prospectus carefully before investing. 


The proposed rule requires that this statement be 
‘‘conspicuous.’’ It does not specify the size, or type 
face to be used. 


(E) The proposed rule requires any advertisement 
under the rule used prior to the effectiveness of a 
registration statement to carry the legend required by 
rule 433(b) [17 CFR 230.433(b)] but does not require 
advertisements under the rule to carry the legend 
required in all prospectuses by rule 425 [17 CFR 
230.425]. 


If an advertisement is used prior to effectiveness of a 
registration statement (but after the registration 
statement has been filed), the advertisement must 
contain the statement required by rule 433(b) under 
the 1933 Act.2 However, it does not seem necessary 
that advertisements under the rule also carry the 
legend required in all prospectuses by rule 4253 


(F) An advertisement made pursuant to the proposed 
rule is not required to be filed as part of a registration 
statement but is required to be filed with the 
Commission shortly after use. 


Section 10(b) provides that a prospectus permitted 
thereunder shall, except to the extent the Commission, 





2Rule 433(b) requires the outside front cover page of a 
prospectus used prior to the effective date of a 
registration statement to contain the following state- 
ment. ‘‘A registration statement relating to these 
securities has been filed with the Securities and 
Exchange Commission but has not yet become 
effective. Information contained herein is subject to 
completion or amendment. These securities may not 
be sold nor may offers to buy be accepted prior to the 
time the registration statement becomes effective. 
This prospectus shall not constitute an offer to sell or 
the solicitation of an offer to buy nor shall there be any 
sales of these securities in any State in which such 
offer, solicitation or sale would be unlawful prior to 
registration or qualification under the securities laws 
of any such state.’’ 


3Rule 425 requires that the following legend be set 
forth on the front page of any prospectus: 


‘*These securities have not been approved or disap- 
proved by the Securities and Exchange Commission 
nor has the Commission passed upon the accuracy or 
adequacy of this prospectus. Any representation to the 
contrary is:a criminal offense.’’ 


by rules or regulations deemed necessary or appro- 
priate in the public interest or for the protection of 
investors, otherwise provides, be filed as part of the 
registration statement but shall not be deemed a part 
of such registration statement for the purposes of 
section 11(a) [15 U.S.C. 771(a)].4 


lf an advertisement under the proposed rule was 
required to be filed as part of a registration statement, 
the effect would be to require pre-clearance by the 
staff of any advertisement made pursuant to the rule. 
This would impede the advertising process and, for 
the following reasons, it does not appear to be 
necessary. 


(1) The proposed rule would require that any adver- 
tisement made pursuant to the proposed rule be filed 
with the Commission not later than the first day the 
Commission is open for business following the day 
such advertisement is first used, so that the staff can 
monitor such use at least on a random basis. This 
would enable the Commission to exercise the power 
given to it by section 10(b) to prevent or suspend the 
use of an advertisement pursuant to a rule under the 
section if it has reason to believe that the advertise- 
ment includes any untrue statement of a material fact 
or omits to state any material fact required to be 
stated therein or necessary to make the statements 
therein, in the light of the circumstances under which 
such advertisement is, or is to be, used, not 
misleading. 


(2) Advertisements under the rule would be limited to 
information the substance of which must be included 
in the section 10(a) prospectus. Thus, while an 
advertisement itself would not be a basis for liability 
under section 11(a) of the 1933 Act, the substance of 
any information in the advertisement would have had 
to have been in the registration statement, which is 
subject to Section 11(a) when it becomes effective. The 
substance of any information included in an invest- 
ment company advertisement would, therefore, be 
information with respect to which directors, account- 
ants, underwriters, or others might be liable to 
purchasers of the company’s securities if it was false 
or misleading and if it was included in the registration 
statement when it becomes effective. 





4Section 11(a), generally, makes directors, profes- 
sionals, underwriters. etc. liable to purchasers of 
securities in case a part of a registration statement for 
which they are responsible, when such part became 
effective, contained an untrue statement of a material 
fact or omitted to state a material fact required to be 
stated therein or necessary to make the statements 
made therein not misleading. 
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(3) Because the investment company concerned is in 
the best position to know whether an advertisement 
about the company is misleading and because the 
company may be liable if it is, the proposed rule 
requires the investment company to file an advertise- 
ment made pursuant to the rule with the Commission. 
The company could, of course, delegate the task of 
filing the advertisement to another person such as its 
underwriter. Under the proposed rule, therefore, an 
investment company or its designated agent would 
have to approve advertisements for the company 
which are made pursuant to the rule. 


Therefore, the Commission proposes to except adver- 
tisements made pursuant to rule 434d from the 
requirement that they be filed as part of a registration 
statement. 


Filings under the rule would be accepted as satisfying 
the requirement of section 24(b) [15 U.S.C. 80a-24(b)] 
of the 1940 Act which makes it unlawful for certain 
investment companies, i.e., open-end companies, unit 
investment trusts, and face-amount certificate com- 
panies, or their underwriters, in connection with a 
public offering of any security of which such a 
company is the issuer, to make use of the mails or 
other instrumentalities of interstate commerce to 
transmit advertisements and other sales literature 
addressed to or intended for distribution to prospec- 
tive investors unless three copies have been filed with 
the Commission or are filed with the Commission 
within ten days thereafter. In other words, duplicate 
filings would not be required. 


lll. INTERPLAY OF THE PROPOSED RULE AND 
RULE 134 


Although the simultaneous existence of rule 134 in its 
expanded form and a new rule under section 10(b) 
would introduce an additional complexity, the Com- 
mission does not propose to revoke rule 134 in its 
expanded form as it applies to investment companies. 
Some persons might choose to reply on rule 134 for the 
following reasons: (1) the information contained in an 
advertisement permitted by the new rule would be 
limited to information included in a section 10(a) 
prospectus, while an advertisement under rule 134 is 
not so limited, (2) an advertisement under the new 
rule, unlike an advertisement pursuant to rule 134, 
would be a prospectus subject to the provisions of 
section 12(2) of the 1933 Act, and (3) the Commission 
could by its own order halt the use of an advertisement 
made under the proposed rule if the rule was not 
complied with or if it believed that the advertisement 
was misleading. 


It is possible that certain advertisements may comply 
with the provisions of rule 134 and not with the 
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provisions of the new rule, other advertisements may 
comply with the provisions of the new rule and not 


with both. 


with rule 134, and some advertisements may ome 


When compliance of an advertisement with the 
provisions of rule 134 is in doubt, it is expected that 
the advertisement would be filed pursuant to the new 
rule so long as it complies with the provisions of that 
rule. Filing under the new rule would not, however, be 
deemed a waiver of any claim that the advertisement 
also satisfies the provisions of rule 134. It would, 
ordinarily, not be necessary to determine whether any 
advertisement complied with both the new rule and 
rule 134. Compliance with one or the other would be 
sufficient to permit the advertisement. 


IV. PROPOSED AMENDMENT TO RULE 134 


Prior to 1972, rule 134, the ‘‘tombstone rule,’’ 
permitted inclusion of the name of the issuer, the full 
title of the security, the amount being offered and a 
brief description of the general type of business of the 
issuer, limited in the case of an investment company 
registered under the 1940 Act to certain specified 
information. 


After liberalizing amendments in 1972, the rule was 
further amended in 1974 to permit additional informa- 
tion with respect to an open-end investment company 
whose registration statement under the 1933 Act is 
effective and whose securities are the subject of a 
continuous offering pursuant to such registration 
statement. 


In 1975, the rule was amended again to make use of 
the expanded investment company advertisement 
permissible for any investment company issuing 
redeemable securities whose registration statement 
under the 1933 Act is effective. 


Prior to the 1974 amendment some advertisements of 
investment companies, with and without effective 
registration statements, described the company’s 
objectives and policies in the course of indicating 
whether in the selection of investments emphasis was 
placed upon income or growth characteristics. 


Under the present rule, such a description can be used 
only in an advertisement of an investment company 
issuing redeemable securities which has an effective 
registration statement. The amendments, therefore, 
may be deemed to prohibit pre-effective advertising 
that was permissible prior to the amendments. This, 
however, was not the intent of those amendments. 


The Commission, has, therefore, reconsidered the 
question of whether the expanded tombstone should 


be restricted to investment companies issuing re- 
deemable securities which have effective 1933 Act 
registration statements and propose to amend rule 134 
so as to permit the use of the expanded tombstone 
advertisement during the so-called waiting period; 
i.e., the time between the filing of a registration 
statement and the time the statement becomes 
effective, as well as after the registration statement 
becomes effective. If, in repsonse to an advertisement 
made prior to effectiveness, an investor requests that a 
statutory prospectus be sent to him, he can be sent a 
prospectus which meets the requirements of Rule 433. 


TEXT IF PROPOSED RULE 434d AND AMENDED 
RULE 134. 


Rule 434d as proposed would read as _ follows: 
§230.434d Advertisement by an investment company 
as satisfying requirements of section 10. 


(a) An advertisement shall be deemed to be a 
prospectus under section 10(b) of the Act for the 
purpose of section 5(b)(1) of the Act if 


(1) it is with respect to an investment company 
registered under the Investment Company Act of 1940 
which is selling or proposing to sell its securities 
pursuant to a registration statement which has been 
filed under the Act, 


& (2) it appears in a newspaper or magazine of general 


circulation, 


(3) it contains only information the substance of which 
is included in the section 10(a) prospectus, 


(4) it states. conspicuously, from whom a prospectus 
containing more complete information may be ob- 
tained and that an investor should read _ that 
prospectus carefully before investing, 


(5) it is limited to not more than 600 words, excluding 
required legends, and charts and graphs, and 


(6) it contains the statement required by section 
203.433(b) when used prior to effectiveness of the 
registration statement. 


(b) An advertisement made pursuant to paragrpah (a) 
of this section need not contain the statement required 
by section 230.425. 


(c) An advertisement made pursuant to paragraph (a) 
of this section need not be filed as part of the 
registration statement filed under the Act, but three 
copies of any such advertisement shall be filed with 
the Commission under this section by the investment 
company concerned not later than the end of the first 
business day the Commission is open following the 


day the advertisement first appears, and any such 
advertisements shall be subject to the suspension 
powers of the Commission under section 10(b) of the 
Act. 


Insofar as is relevant here, rule 134, as amended, 
would read as follows with the material to be deleted 
in brackets: 


§230.134 Communications not deemed a prospectus. 


The term ‘‘prospectus’’ as defined in section 2(10) of 
the act shall not include a notice, circular, advertise- 
ment, letter, or other communication published or 
transmitted to any person after a registration state- 
ment has been filed if it contains only the statements 
required or permitted to be included therein by the 
following provision of this section: 


(a) Such communication may include any one or more 
of the following items of information which need not 
follow the numerical sequence of this paragraph. 


* * * * * 


(3) A brief indication of the general type of business 
of the issuer, limited to the following: 


* * * * * 


(iii) In the case of an investment company registered 
under the Investment Company Act of 1940, the 
company’s classification and subclassification under 
the Act. .. any graphic design or device or an 
attention-getting headline, not involving performance 
figures, designed to direct the reader’s attention: to 
textual material intluded in the communication 
pursuant to other provisions of this rule, and with 
respect to an investment company issuing redeemable 
securities [whose registration statement under the Act 
is effective] (A) a description of such company’s 
investment objectives and policies, services, and 
method of operation. . .’’ 


All interested persons are invited to submit their views 
and comments on the proposed rule and the proposed 
amendment in triplicate to George A. Fitzsimmons, 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549 on or before July 25, 1977. 
All such communications should refer to File No. 
$7-705 and will be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


June 8, 1977 
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SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT of 1934 
Release No. 13594/ June 3, 1977 


REQUEST FOR PUBLIC COMMENT CONCERNING 
COMMUNICATIONS TO AND FROM EXCHANGE 
TRADING FACILITIES 


File No. SR-NYSE-77-8 


The New York Stock Exchange, Inc. (the ‘‘NYSE’’) 
filed on March 24, 1977, a proposal to rescind a policy 
prohibiting members and member organizations from 
engaging in direct communications between the 
trading floor of the NYSE and the trading floor of 
another exchange (the ‘‘NYSE Policy’’). The NYSE 
had filed the proposed rescission of the NYSE Policy, 
under Securities Exchange Act Rule 19b-4,' as a 
proposed rule change on Form 19b-4A.?__ In a letter 
sent today to the NYSE, the Commission stated that 
the filing was unnecessary since the NYSE Policy had 
never been incorporated in the published rules or 
stated policies, practices, or interpretations of the 
NYSE and had not been previously filed with, or 
approved by, the Commission pursuant to Section 
19(b) of the Securities Exchange Act of 1934 (the? 
“‘Act’’). At the same time, the Commission is 
requesting comment on several issues concerning 
exchange regulation of communication connections. 


The text of the Commission’s letter follows: 


* * * 


Mr. James E. Buck 

Secretary 

New York Stock Exchange, Inc. 
Eleven Wall Street 

New York, New York 10005 


Dear Mr. Buck: 


This is in reference to File No. SR-NYSE-77-8, in 
which the New York Stock Exchange, Inc. (the 
“NYSE”), proposes to rescind a policy prohibiting 
‘‘members and member organizations from engaging 
in direct communications between the trading floor of 
the Exchange and the trading floor of another 
exchange’”’ (the ‘‘Policy’’). The NYSE has proposed to 
treat the rescission of the Policy as a proposed rule 





'17 CFR 240.19b-4. 
217 CFR 249.819a. 


315 U.S.C. 78s(b). 


760/SEC DOCKET 


change filed on Form 19b-4A. pursuant to Securities 
Exchange Act Rule 19b-4 (17 CFR 240.19b-4).' 


The Commission is authorized, and has reserved ne 
right, to review guidelines, policies, and interpretive 
statements of self-regulatory organizations, whether 
published or not, in order to determine whether they 
represent rules or stated policies, practices, or 
interpretations? In that regard, the Commission notes 
that the policy was not incorporated in the published 
rules which were reviewed by the Commission under 
Section 31(b) of the Securities Acts Amendments of 
1975 (Pub. L. No. 94-29, June 4, 1975), or in the stated 
(that is to say, published) policies, practices, or 
interpretations of the NYSE, nor does it appear that the 
Policy was adopted after enactment of the Securities 
Acts Amendments of 1975 and, therefore, after 
exposure to the review procedures set forth in Section 
19(b) of the Act, 15 U.S.C. 78s. Accordingly, the 
Commission believes that the Policy is not currently a 
rule of the NYSE and thus it does not appear that the 
rescission of the Policy need be characterized as a 
proposed change in, addition to, or deletion from, the 
rules of the NYSE.° Furthermore, a rescission of a 





‘A proposed rule change is defined by Section 19(b) of 
the Securities Exchange Act of 1934 (the ‘‘Act’’), 15 
U.S.C. 78s(b), as any proposed rule or any proposed 
change in, addition to, or deletion from, the rules of a 
self-regulatory organization. Section 3(a)(27) of the 
Act, 15 U.S.C. 78c(a)(27), provides, in pertinent part, 
that the ‘‘rules of an exchange’’ include its constitu- 
tion, articles of incorporation, bylaws, and rules, or 
instruments corresponding to the foregoing, or such 
stated policies, practices, or interpretations as the 
Commission, by rule, may determine to be necessary 
or appropriate in the public interest for the protection 
of investors. Certain stated policies, practices and 
interpretations may, under Securities Exchange Act 
Rule 19b-4, be ‘‘rules of an exchange.”’ 


2See letter from George A. Fitzsimmons, Secretary of 
the Commission, to James E. Buck, dated Oct. 20, 
1976, cautioning the NYSE ‘‘to avoid imposing 
regulatory burdens, through the use of such devices as 
‘guidelines’ or otherwise, until the requirements of 
Section 19 have been satisfied.” File No. SR-NYSE- 
76-43. 


The Commission is of the view that any other 
unpublished policies which would impose restrictions 
or other requirements not found in published NYSE 
rules should be filed for consideration by the 
Commission and public comment under Section 19(b) 
of the Act. 


3See Securities Exchange Act Release No. 13027 Dec. 
1, 1976) at n.3, 41 FR 53557 (Dec. 7, 1976). 


policy which has never had the status of arule does not 
seem to call for treatment as a rule change 
notwithstanding the fact that self-regulatory organi- 
zations may elect, pursuant to Rule 19b-4(a)(2), to treat 
certain policies, practices, or interpretations as rules’ 
Since the Policy was never published by the NYSE as a 
stated policy, practice, or interpretation, it does not 
have any binding effect on NYSE members or other 
persons. 


In light of the analysis set forth above, the 
Commission has determined to return the filing (File 
No. SR-NYSE-77-8). since Commission action thereon 
does not appear to be required. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





The NYSE’s filing. however, presents certain policy 
issues with respect to the matter of direct communica- 
tion between trading floors of national securities 
exchanges. Included among those issues are the 
questions whether the use of direct communications 
between exchange trading floors would promote more 
efficient markets: whether there are, nevertheless, 
valid reasons for exchanges to apply regulatory 
controls of communication facilities:* and what stand 
ards might be appropriate for any such regulation. > 





4It appears that the Policy may have been directly 
related to NYSE Rule 36. which restricts communica- 
tions between the NYSE and its member organiza- 
tions. See also New York Stock Exchange, Inc., 
[Current Binder] Fed. Sec. L. Rep.. (CCH) §80,898 
(Sept. 16. 1976). 


In that connection, commentators may wish to 
consider whether exchanges should attempt to pro- 
mote market “fairness” by applying regulatory controls 
limiting what have been traditionally considered to be 
time and place trading advantages associated with 
physical presence on exchange trading floors. 


SCommentators may wish to consider how such 
controls, if implemented, can be designed so as not to 
suppress technological innovation or otherwise to 
impose inappropriate or unnecessary burdens on com- 
petition. 


Accordingly. the Commission believes that it would be 
useful to receive public comment on the issues relating 
to direct communication connections with and among 
exchange trading floors § 


In order to provide commentators with information 
on the issues involved. the Commission is publishing 
the materials filed by the NYSE on Form 19b-4A. 


* * * 


1. Text of Proposed Rule Change 


(a) The Exchange proposes to rescind the policy 
regarding ‘‘exchange-to-exchange communication”’ 
which prohibits members and member organizations 
from engaging in direct communications between the 
Trading Floor of the Exchange and the trading-floor of 
another exchange. 


(b) The proposed rule change does not affect. directly 
or indirectly. the application of any other exchange 
rule. policy. or interpretation in any way. 


(c) Not applicable. 
2. Procedures of Self-Regulatory Organization 


At its meeting on March 11, 1977, the Board of 
Directors of the Exchange approved the rescission of 
the above policy. While the policy does not constitute 
a rule of the Board of Directors. the Exchange has 
elected to treat it as a rule change under SEC Rule 
19b-4. No further Exchange action is required. 


3. Purpose of Proposed Rule Change 


The policy prohibiting inter-exchange communication 
evolved over the years from repeated denials of 
requests from members for such communication 
capability. The policy may have evolved for any 
number of reasons. such as promoting the privileges 
of Exchange membership. or to prevent floor profes- 
sionals from having trading advantages over persons 
trading from off the Floor 


The development of more sophisticated and complex 
communications systems and devices has made the 
use of devices that block direct communications 
between exchanges and impractical or prohibitively 
expensive to design and construct. In situations where 
the use of blocking devices are impractical or 
prohibitively expensive. member organizations can 
comply with Exchange policy by removing and 





6See Sections 6 and 11A of the Act, 15 U.S.C. 78f and 
78k-1. 
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reinserting orders and report data in a manner that 
will ‘‘break’’ the communications flow. However, such 
procedures cut down on efficiency and increase 
operating costs. (Please see request of Becker 
Securities Corporation (Becker) attached as Exhibit | 
to connect its electronic order entry devices on the 
Floor. Becker states that, technically speaking, its 
system could be made to inhibit direct communications 
between exchanges, but believes that by being 
permitted direct communication. it will be able to 
reduce clerical staff needed to transmit indirectly, 
reduce errors, increase efficiency and realize cost 
savings of roughly $500,000 per year.) In spite of this, 
communications devices are available that reduce the 
time required to transmit indirectly to a matter of 
seconds or fractions of a second. Thus, for all practical 
purposes. the time difference between direct and 
indirect message transmission is de minimus. 


Member firms have been permitted in the past to send 
orders in dually-listed stocks-that could not be 
executed in their entirety on a regional exchange - 
over their communications system directly to the 
NYSE from the regional exchange. However, firms 
were not permitted to engage in continuous two-way 
communication between the trading floors of the re- 
gional exchange and the NYSE. Only floors of the 
regional exchange and the NYSE. Only orders origin- 
ated in a member firm’s offices which could not be 
executed on the regional exchange would be sent to 
the NYSE Floor. Orders originated on the floor of a 
regional exchange could not be sent directly to the 
NYSE Floor. Under these circumstances, the order 
transmission was not viewed as direct exchange-to-ex- 
change communication. A change in the policy, 
therefore, would be an extension of previous decisions 
intended to encourage freer, more open communica- 
tions between various market centers. 


Alleged trading advantages of the Floor professional 
over persons that trade from off-the-Floor have 
severely diminished over the years. With new 
electronic communications systems, and high-speed 
ticker lines. the Floor professional has small advan- 
tage over those who trade from off the Floor. 


In view of these developments, it does not appear 
reasonable to require NYSE members to operate less 
efficiently and at additional expense to comply with a 
policy that has become outmoded by _ technical 
advances. 


4. Basis Under the Act for Proposed Rule Change 


The proposed rule change relating to ‘‘exchange-to-- 
exchange communication’’ is intended to permit 
members and member organizations to reduce opera- 
ting costs in the execution of their securities 
transactions, and is supportive of Section 11(A)(a)(1)- 
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(C)(i) that states ‘‘. . .it is in the public interest 
appropriate for the protection of investors and the 
maintenance of fair and orderly markets to assure. . 
economically efficient execution of securities trans- 
actions.’’ 


The proposed rule change regarding ‘‘exchange-to-- 
exchange communication’’ relates to item 4(a)(V)(C) of 
Form 19b-4A in that by removing barriers to the direct 
transfer of orders by Exchange members between the 
NYSE and other exchanges. the Exchange will help 
foster cooperation and coordination with persons 
engaged in facilitating transactions in securities. 
The proposed rule change also relates to item 
4(a)(V)(D) in that permitting direct communications by 
Exchange members between the NYSE and other 
exchanges, the Exchange will help remove impedi- 
ments to and perfect the mechanism of a free and 
open market and a national market system. It does not 
relate to the remaining items set forth in Section 4(a) 
of Form 19b-4A. 


5. Comments Received From Members, Participants 
or Others on Proposed Rule Change 


The Exchange has not solicited comment on the 
proposed rule change on ‘‘exchange-to-exchange 
communication”, nor has it received any unsolicited 
written comments. As mentioned in Item No. 3, a copy 
of a letter dated December 8, 
attached as Exhibit |. 


6. Burden on Competition 


The proposed rule change relating to ‘‘exchange-to-- 
exchange communication’’ is designed to help remove 
impediments to and perfect the mechanism of a free 
and open market and a national market system. Thus, 
it does not impose any burden on competition but 
rather provides for increased competition by permit- 
ting NYSE members to more easily transmit orders in 
dually-listed securities to another exchange where a 
better price. or a more complete execution is 
obtainable. 


Extension of Tim~ Periods for Commission Action 


The exchange does not consent to an extension of the 
time periods specified in Section 19(b)(2) of the Act. 


8. Basis for Rule Taking, or Being Put into Effect 
Pursuant to Section 19(b)(3) 


The proposed rule change is not filed pursuant to 
Section 19(b)(3) of the Act. 


- + ~ 


All interested persons are invited to submit three 
copies of written comments on the issues presented by 
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the NYSE filing and set forth in the Commission’s 
release. Comments should be addressed to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549 and should make reference to File No. 
SR-NYSE-77-8. All submissions will be made available 
for public inspection at the Commission’s Public 
Reference Section. Room 6101, 1100 L Street, N.W., 
Washington. D.C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT of 1934 
Release No. 13595/ June 3, 1977 


In the Matter of 


THE MIDWEST SECURITIES TRUST COMPANY 
120 South LaSalle Street 
Chicago. Illinois 60603 


(SR-MSTC-77-3) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE MIDWEST SECURITIES TRUST COMPANY 
RELATING TO A PROPOSED DIVIDEND REINVEST- 
MENT PROGRAM 


On March 28, 1977, the Midwest Securities Trust 
Company (‘‘MSTC’’) submitted. pursuant to Rule 
19b-4 under the Securities Exchange Act of 1934 (the 
‘*Act’’), a proposed rule change which would establish 
procedures enabling MSTC’s participants to take 
advantage of certain issuers’ dividend reinvestment 
plans for securities held within MSTC. MSTC 
subsequently submitted two amendments: No. 1 on 
April 7. 1977, announcing approval of the proposed 
rule change by MSTC’s Board of Directors, and No. 2 
on May 23, 1977. clarifying the Participants Operating 
Procedures. The amendments have been incorporated 
in the public file. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder. notice of the proposed rule change 
was published in the Federal Register (42 FR 17928, 
April 4, 1977), and the public was invited to comment 
thereon. Notice of the filing and an invitation for 
comments also appeared in Securities Exchange Act 
Release No. 34-13410. March 29, 1977. No letters of 
comment were received. 


The Commission has reviewed the proposed rule 
change and finds that it is consistent with the 
requirements of the Act and the rules and regulations 
thereunder applicable to registered clearing agencies. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act. that the proposed rule change 
contained in File No. SR-MSTC-77-3 be. and hereby 
iS, approved. 


For the Commission. by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT of 1934 
Release No. 13596/ June 3, 1977 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10005 


(SR-Amex-77-6) 
ORDER APPROVING PROPOSED RULE CHANGE 


On April 4, 1977, the American Stock Exchange, Inc. 
(‘‘Amex’’) filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 
(the ‘‘Act’’), as amended by the Securities Act 
Amendments of 1975, and Rule 19b-4 thereunder, 
copies of a proposed rule change. The proposed rule 
change would permit a member, in engaging in 
principal floor transactions with respect to a cus- 
tomer’s agency order, to obtain the consent of his 
customer after the transaction rather than, as is 
presently required, prior to the transaction. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 13440, (April 13, 
1977)) and by publication in the Federal Register (42 
Fed. Reg. 21877 (April 29. 1977)). 


On June 3, 1977. the Amex amended the proposed 
rule change by providing that the alternative of 
obtaining a customer’s consent after a transaction may 
not be employed by a member when not in accordance 
with any other provision of law. For example, Section 
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206(3) of the Investment Advisers Act of 1940 (15 
U.S.C. §80b-6(3)) requires, inter alia, that a broker or 
dealer acting as an investment adviser in relation to a 
transaction with his customer in which he also acts as 
principal for his own account must make certain 
disclosures and obtain his customer’s consent before 
the completion of such transaction. 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges. and inparticular, the require- 
ments of Section 6 and the rules and regulations 
thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule, change 
filed with the Commission on April 4, 1977, be, 
and it hereby is. approved. 


For the Commission by the Division of Market 
Regulation. pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT of 1934 
Rel. No. 13597/June 6, 1977 


File No. S7-703 (comment period ends July 15, 1977) 
REGULATION OF TRANSFER AGENTS 

AGENCY: Securities and Exchange Commission. 
ACTION: Proposed Rule. 


SUMMARY: The Commission has_ published for 
public comment a proposed rule and related form 
under the Securities Exchange Act of 1934 (the ‘‘Act’’) 
prescribing the procedure to be used for withdrawing 
the registrations of transfer agents registered with the 
Commission. 


DATES: Comments must be received on or before 
July 15, 1977. 


ADDRESSES: Written Comments, submitted in tripli- 
cate, should be addressed to The Secretary, Securities 
and Exchange Commission. Washington. D.C. 20549, 
and refer to File No. S7-703 
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FOR FURTHER INFORMATION CONTACT: Lisa G. 


Gessow. Attorney. Division of Market Regulation, 
Securities and Exchange Commission. 500 north @ 
Capitol Street. Washington. D.C. 20549. (202) 
755-8833. 


SUPPLEMENTARY INFORMATION: Notice is hereby 
given that the Securities and Exchange Commission 
(the ‘‘Commission’’), pursuant to Sections 2, 17, 17A 
and 23(a) of the Act [15 U.S.C. 78b, 78q, 78q-1 and 
78a(a)]. has published for public comment an 
amendment to Title 17, Chapter I!, Parts 240 and 249 
of the Code of Federal Regulations to add Sections 
240.17Ac3-1 and 249b.101. 


Rule 17Ac3-1 


Rule 17Ac3-1 provides that a transfer agent registered 
with the Commission may withdraw from registration 
by filing a notice of withdrawal of its transfer agent 
registration on, and in accordance with the instruc- 
tions contained in, Form TA-W. Withdrawal! from 
registration will become effective on the sixtieth day 
after filing unless the Commission takes affirmative 
action to accelerate, deny or postpone such with- 
drawal. 


The rule further provides that every withdrawal filed 
pursuant to Rule 17Ac3-1 constitutes a ‘‘report’’ 
within the meaning of Sections 17 and 32(a) of the Act. 


Form TA-W 
Form TA-W has been drafted to simplify the 
registration withdrawal process. The _ information 


required on the Form is intended to enable the 
Commission to determine whether it is necessary or 
appropriate in the public interest, for the protection of 
investors, or in furtherance of the purposes of Section 
17A that the withdrawal be denied, postponed or 
subject to specific terms and conditions. The informa- 
tion requested includes the name of the registrant, the 
address of its principal place of business, the date 
registrant ceased performing any transfer agent 
function as defined in the Act, whether the registrant 
is involved in any legal actions or proceedings or is 
aware of any potential claims against it’ or whether 
there are any unsatisfied judgments or liens against 
registrant arising out of its performance of transfer 
agent functions, the names and addresses of any 
successor transfer agents and whether such successor 
transfer agents are registered pursuant to the Act, the 
names and addresses of the persons who will maintain 
custody or possession of registrant’s transfer agent 
books and records, the address at which such books 





‘Any out-of-proof conditions are considered, for these 
purposes, as potential claims. ; 


and records will be located and the reasons for ceasing 
the performance of transfer agent functions or for 
otherwise requesting withdrawal of its registration as 
transfer agent. 


Statutory Basis 


Rule 17Ac3-1 and Form TA-W are proposed to be 
adopted pursuant to Sections 2, 17, 17A and 23(a) of 
the Act. 


The Text of Proposed Rule 17Ac3-1 follows: §240.- 
17Ac3-1 Withdrawal from registration with the Com- 
mission. 


(a) Notice of withdrawal from registration as a 
transfer agent with the Commission pursuant to 
Section 17A(c)(3)(C) of the Act shall be filed on Form 
TA-W in accordance with the instructions contained 
thereon. 


(b) Except as hereinafter provided. a notice to 
withdraw from registration filed by a transfer agent 
pursuant to Section 17A(c)(3)(C) of the Act shall 
become effective on the sixtieth day after the filing 
thereof with the Commission or within such shorter 
period of time as the Commission may determine. If a 


notice to withdraw from registration is filed with the 
Commission at any time subsequent to the date of 
issuance of a Commission order instituting proceed- 
ings pursuant to Section 17A(c)(3)(A) of the Act, or if 
prior to the effective date of the notice of withdrawal 
the Commission institutes such a proceeding or a 
proceeding to impose terms and conditions upon such 
withdrawal, the notice of withdrawal shall not become 
effective except at such time and upon such terms 
and conditions as the Commission deems necessary or 
appropriate in the public interest, for the protection of 
investors, or in furtherance of the purposes of Section 
17A. 


(c) Every notice of withdrawal filed pursuant to this 
rule shall constitute a ‘‘report’’ within the meaning of 
Sections 17 and 32(a) of the Act. 


Form TA-W and Instructions follow: §249b.101 Form 
TA-W. notice of withdrawal from registration as 
transfer agent. 


This form shall be used for withdrawing pursuant to 
Section 17A of the Securities Exchange Act of 1934 the 
registration of transfer agents registered with the 


Commission. 
OFFICIAL USE 





FILE NO. 





DOC. SEQ. NO: 





EFFECTIVE DATE: 











NOTICE OF WITHDRAWAL FROM 
REGISTRATION AS TRANSFER AGENT 
Pursuant to Section 17A of the Securities Exchange Act of 1934 


Securities and Exchange Commission 


Washington, D.C. 20549 


Read all instructions on reverse side before preparing Form. Please print or type. 





1. File No. 





2. Full name of registrant: 





IRS Empl. Ident. No: 





3. Name under which transfer agent activities are conducted, if different from above: 


4. Address of registrant’s principal place of business: 








(No. and Street) (City) 


(State) (Zip Code) 


5. Furnish below registrant’s reasons for ceasing the performance of transfer agent functions or for otherwise request- 


ing withdrawal of its registration. 





6. Furnish below the last date registrant ceased performing any transfer agent function(s) as defined by Section (3)a 
(25) of the Act for any security, whether debt or equity, registered under Section 12 of the Act or which would be re- 
quired to be registered except for the exemption from registration provided by subsection (g)(2)(B) or (g)(2)(G) of that 


Section. 





7. Is registrant involved in any legal action(s) or proceeding(s) or aware of any potential claims! against it, in con- 





' For purposes of Form TA-W, any out-of-proof conditions are considered potential claims. 


SEC DOCKET/765 











nection with the performance of its transfer agent function(s)? If so, furnish complete information with respect to 


each. 


Yes No 





8. Are there any unsatisfied judgements or liens against registrant arising out of its performance of transfer agent 
functions; If so, furnish complete information regarding each judgment and lien. 


Yes No 





9. Furnish below the name(s) and address(es) of any successor transfer agent(s) and state whether such transfer 


agent(s) is registered pursuant to the Act. 





10. 


Furnish below the name(s) and address(es) of the person(s) who has or will have custody or possession of the 


books and records which registrant maintained in connection with its performance of transfer agent functions. 





11. Furnish below the address, if different from Item 9, where such books and records will be located: 





12. EXECUTION. The registrant submitting this Form and its attachments and the person executing it represent here- 
by that it, and all materials filed in connection with it contain a true, correct and complete statement of all required 


information. 








ATTENTION 


Intentional misstatements or omissions of 
facts constitute federal criminal violations. 


[See 18 U.S.C. 1001 and 15 U.s.C. 78f(a).] 











Instructions for use of Form TA-W. 


(1) Form TA-W is to be used by registered transfer 
agents to withdraw from registration as a transfer 
agent with the Securities and Exchange Commission. 


In accordance with the rules adopted by the Securities 
and Exchange Commission. notice to withdraw from 
registration filed by a transfer agent shall become 
effective on the 60th day after the filing thereof with 
the Commission or within such shorter period of time 
as the Commission may determine. If a notice to 
withdraw from registration is filed with the Commis- 
sion at any time subsequent to the date of issuance of 
an order instituting proceedings pursuant to Section 
17A(C)(3)(A). or if prior to the effective date of the 
notice of withdrawal the Commission institutes such a 
proceeding or a proceeding to impose terms and 
conditions upon such withdrawal. the notice of 
withdrawal shall not become effective except at such 
time and upon such terms and conditions as the 
Commission deems necessary or appropriate in the 
public interest. for the protection of investors, or in 
furtherance of the purposes of Section 17A. 


2. Before registrations may be withdrawn, transfer 
agents are required to file three completed copies of 
Form TA-W with the Securities and Exchange 
Commission. Washington. D.C. 20549. 
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Dated the____ day of 1: eee 








(Name of transfer agent) 





(Manual signature of principal officer 
or duly authorized principal!) 





(Printed signature of principal officer 
or duly authorized principal) 





(Title) 


An exact copy of Form TA-W should be retained for 
your records. 


3. Copies of Form TA-W may be duplicated and are 
acceptable for filing provided -an original, manual 
signature is affixed to the execution section of each 
copy. Form TA-W may be duplicated by any method 
producing legible copies, of type size identical to that 
in the Form. on good quality, unglazed, white paper, 
8% x 11 inches in size. 


4. All copies of the Form filed shall be executed witha 
manual signature in |Item 12. If the Form is filed by a 
corporation, it shall be signed in the name of the 
corporation by a principal officer duly authorized; if it 
is filed other than by a corporation, it shall be signed 
by a duly authorized principal of the organization filing 
the Form. 


5. Individuals’ names, except the executing signature 
in |tem 12, must be given in full, and all other items must 
be answered in full. 


6. If the space provided for any answer is insufficient, 
the complete answer should be prepared on a separate 
sheet under a heading that includes ‘‘Answer to Item’’ 
and the name and the file number of the transfer 
agent and should be attached to the Form. Reference 
thereto must be made on the Form under the item. 


7. A Form TA-W which is not completed and signed 
properly may be returned as not acceptable for filing. 
Acceptance of this Form, however, will not mean that 
the Commission has found that it has been filed as 
required or that the information submitted is true, 
correct or complete. 


8. Definitions: Unless the context clearly indicates 
otherwise, all terms used in this Form have the same 
meaning as in the Securities Exchange Act of 1934 and 
in the General Rules and Regulations of the 
Commission thereunder (17 Code of Federal Regula- 
tions 240), and the term ‘‘registrant’’ means the entity 
on whose behalf Form TA-W is filed. 


9. Under Sections 17, 17A(c) and 23(a) of the Act and 
the rules and regulations thereunder. the Securities 
and Exchange Commission is authorized to solicit the 
information required to be supplied by this Form from 
registered transfer agents. Disclosure to the Commis- 
sion of the information requested in From TA-W 
(except for the disclosure by an individual registrant of 
his Social Security Number, which is voluntary) is a 
prerequisite to the processing of a notice of withdrawal 
of registration as a transfer agent. The information 
will be used for the principal purpose of enabling the 
Commission to determine whether it is necessary or 
appropriate in the public interest, for the protection of 
investors, or in furtherance of the purpose of Section 
17A of the Act that the withdrawal be denied, 
postponed or subject to specific terms and conditions. 
Social Security Numbers, if furnished, will be used 
only to assist the Commission in identifying registered 
transfer agents and to process promptly withdrawal 
requests. Information supplied on this Form will be 
included routinely in the public files of the Commis- 
sion .and will be available for inspection by any 
interested person. 


* * * 


All interested persons are invited to submit their views 
upon proposed Rule 17Ac3-1 and related Form TA-W 
in triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549, no later than 
July 15, 1977. Reference should be made to File No. 
S7-703. All comments received will be available for 
public inspection. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


© June 6, 1977 





SECURITIES EXCHANGE ACT of 1934 
Release No. 13598/ June 6, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NEW ENGLAND SECURITIES DEPOSI- 


TORY TRUST COMPANY (File No. SR-NESDTCO- 
77-7) 


The New England Securities Depository Trust Com- 
pany (‘‘NESDTCO’’) submitted on May 23, 1977, a 
proposed rule change pursuant to Rule 19b-4 under 
the Securities Exchange Act of 1934, which would 
enable NESDTCO and the Depository Trust Company 
(‘‘DTC’’) to make cash settlement with each other 
directly upon the receipt and delivery of securities at 
DTC. 


Publication of the submission is expected to be made 
in the Federal Register during the week of June 6, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-NESDTCO-77-7. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT of 1934 
Release No. 13599/ June 6, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE MIDWEST SECURITIES TRUST COMPANY 
(File No. SR-MSTC-77-8) 


The Midwest Securities Trust Company (‘‘MSTC’’) 
submtted on May 19, 1977, a proposed rule change, 
pursuant to Rule 19b-4 under the Securities Exchange 
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Act of 1934. to establish an interface with the New 
England Securities Depository Trust Company 
(‘‘NESDTC’’) for the receipt and delivery of securities 
between MSTC and NESDTC on either a book-entry or 
physical transfer basis. 


Publication of the submission is expected to be made 
in the Federal Register during the week of June 6, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication 
in the Federal Register. Persons desiring to make 
written submissions should file six copies thereof with 
the Secretary of the Commission, Securities and 
Exchange Commission. 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to 
File No. SR-MSTC-77-8. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT of 1934 
Release No. 13600/June 6, 1977 


In the Matter of 


NEW ENGLAND SECURITIES DEPOSITORY TRUST 
COMPANY 

53 State Street 

Boston, Massachusetts 02109 


(SR-NESDTCO-77-6) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE NEW ENGLAND SECURITIES DEPOSI- 
TORY TRUST COMPANY PROVIDING FOR THE 
ESTABLISHMENT OF A DEPOSITORY INTERFACE 
WITH MIDWEST SECURITIES TRUST COMPANY 


On April 4, 1977, the New England Securities 
Depository Trust Company (‘‘NESDTCO’’) submitted 
a proposed rule change pursuant to Rule 19b-4 under 
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the Securities Exchange Act of 1934 (the ‘‘Act’’) 
relating to the establishment of procedures for 
NESDTCO’s participation in a depository interface 
with Midwest Securities Trust Company. The submis- 
sion comprises precedures and agreements for the 
operation of the interface. In connection with the 
proposed rule change, NESDTCO requested that the 
Commission continue its previous finding pursuant to 
paragraphs (g) of Rules 8c-1 and 15c2-1 under the Act 
that the agreements. provisions and safeguards 
established by NESDTCO are adequate for the 
protection of investors. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder. notice of the proposed rule change 
was published in the Federal Register (42 FR 20876, 
April 22. 1977). and the public was invited to comment 
thereon. Notice of the filing and an invitation for 
commments also appeared in Securities Exchange Act 
Release No. 34-13441, April 11, 1977. No letters of 
comment were received. 


The Commission has reviewed the NESDTCO submis- 
sion and finds that the agreements. provisions and 
safeguards established by NESDTCO are adequate for 
the protection of investors. The Commission finds also 
that it is consistent with the requirements of the Act 
and the rules and regulations thereunder applicable to 
registered clearing agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act. that the proposed rule change 
contained in File No. SR-NESDTCO-77-6 be, and 
hereby is, approved. 


For the Commission. by the Division of Market 
Regulation. pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT of 1934 
Release No. 13601/June 6, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE MIDWEST SECURITIES TRUST COMPANY 
(File No. SR-MSTC-77-4) 


The Midwest Securities Trust Company submitted on 
May 12, 1977, a proposed rule change, pursuant to 
Rule 19b-4 under the Securities Exchange Act of 1934, 
to establish, and to set fees for, a book-entry 
underwriting distribution service. 











Publication of the submission is expected to be made 
in the Federal Register during the week of June 6, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to 
File No. SR-MSTC-77-4. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT of 1934 
Release No. 13602/June 6, 1977 


NOTICE OF FILING OF PROPOSED RULE 
CHANGES BY THE MIDWEST CLEARING COR- 
PORATION AND THE MIDWEST SECURITIES 
TRUST COMPANY (File Nos. SR-MCC-77-2 and 
SR-MSTC-77-6) 


The Midwest Clearing Corporation and the Midwest 
Securities Trust Company submitted on May 13, 1977, 
proposed rule changes, pursuant to Rule 19b-4 under 
the Securities Exchange Act of 1934, to make debt 
securities eligible for clearance and settlement at the 
clearing corporation and for deposit in the depository. 


Publication of the submissions is expected to be made 
in the Federal Register during the week of June 6, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submis- 
sions withing twenty-one days from the date of 
publication in the Federal Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File Nos. SR-MCC-77-2 and 
SR-MSTC-77-6. 


Copies of the submissions, with accompanying ex- 
hibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filings will also 
be available at the principal offices of the above-men- 
tioned self-regulatory organizations. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT of 1934 
Rel. No. 13603/ June 7, 1977 


SECURITIES ACT of 1933 
Rel. No. 5832/ June 7, 1977 





SECURITIES EXCHANGE ACT of 1934 
Release No. 13604/ June 7, 1977 


In the Matter of 


MIDWEST STOCK EXCHANGE, INC. 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSE-77-8) 
ORDER APPROVING PROPOSED RULE CHANGE 


On April 11, 1977, the Midwest Stock Exchange, Inc. 
(‘‘MSE"’) filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 
(the ‘‘Act’’). as amended by the Securities Acts 
Amendments of 1975, and Rule 19b-4 thereunder, 
copies of a proposed rule change. The proposed rule 
change would rescind the MSE’s present requirement 
that member advertisements be filed with the MSE 
promptly after initial use, unless previously cleared 
with another self-regulatory organization. In place of 
this requirement, the proposed rule change would 
require that all member advertisements be approved 
by a partner or officer of the member firm, be retained 
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for at least three years, and be available for 
examination by the MSE during that time period. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 13452, (April 19, 
1977)) and by publication in the Federal Register (42 
Fed. Red. 22458 (May 3, 1977)). 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exhcanges and in particular, the require- 
ments of Section 6 and the rules and regulations 
thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act. that the proposed rule change filed 
with the Commission on April 11, 1977, be, and it 
hereby is. approved. 


For the Commission by the Division of Market 
Regulation. pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT of 1934 
Rel. No. 13605/ June 7, 1977 


Delegation of Authority to the Director of the Division 
of Market Regulation 


AGENCY: Securities and Exchange Commission. 
ACTION: Final Rule. 


SUMMARY: The Commission is amending its rules to 
delegate authority with respect to the Securities 
Exchange Act of 1934.to the Director of the Division of 
Market Regulation to exchange with Federal bank 
regulatory agencies notices of examination, and copies 
of reports and related data resulting from examina- 
tion, of a bank clearing agency. transfer agent, or 
municipal securities dealer. 


EFFECTIVE DATE: Immediately. 


FOR FURTHER INFORMATION CONTACT: Harry 
Melamed, Assistant Director, Division of Market 
Regulation. Securities and Exchange Commission, 500 


North Capitol Street, Washington, D.C. 20549, (202) 
755-7987. 
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SUPPLEMENTARY INFORMATION: Section 17(c)(3) 
[15 U.S.C. 78q(c)(3)] of the Securities Exchange Act of 
1934 (the ‘‘Act’’) provides that, when the Commission 
is not the appropriate regulatory agency for a clearing 
agency, transfer agent, or municipal securities dealer, 
the Commission and the appropriate regulatory agency 
shall each notify the other and make a report of any 
examination conducted by it of that regulated entity 
and shall each, upon request, furnish to the other a 
copy of such report and any data supplied to it in 
connection with such examination. Therefore, pur- 
suant to Sections 4, 17(c)(3) and 23(a) of the Act [15 
U.S.C. 78d, q(c)(3) and w(a)], Section 200.30-3 [17 
CFR 200.30-3] of the rules of the Commission, relating 
to general organization, is amended to delegate 
authority to the Director of the Division of Market 
Regulation to request such reports and other data from 
any such appropriate regulatory agency, to provide 
notices to any such appropriate regulatory agency and, 
on request of any such appropriate regulatory agency, 
to furnish such reports and other data. The amend- 
ment adds a new paragraph (a)(25) as follows: 


§200.30-3 Delegation of authority to Director 
Division of Market Regulation. 


of 


* = * * * 


fa) o = 


(25) Pursuant to Section 17(c)(3) of the Act, 15 U.S.C. 
78q(c)(3), in regard to clearing agencies, transfer 
agents and municipal securities dealers for which the 
Commission is not the appropriate regulatory agency, 
(i) to notify the appropriate regulatory agency of any 
examination conducted by the Commission of any such 
clearing agency, transfer agent, or municipal securi- 
ties dealer; (ii) to request from the appropriate 
regulatory agency a copy of the report of any 
examination of any such clearing agency, transfer 
agent, or municipal securities dealer conducted by 
such appropriate regulatory agency and any data 
supplied to it in connection with such examination; 
and (iii) to furnish to the appropriate regulatory 
agency on request a copy of the report of any exami- 
nation of any such clearing agency, transfer agent, or 
municipal securities dealer conducted by the Commis- 
sion and any data supplied to it in connection with 
such examination. 


* * * * * 


The Commission finds. in accordance with Sections 5 
U.S.C. 553(b)(3)(B) and 553(d)(3) of the Administra- 
tive Procedure Act, that the foregoing action relates 
solely to agency organization, procedure or practice 
and should be effective immediately in order to 
provide an orderly procedure for the exchange of 
information with the Federal bank regulatory. agen- 














cies. Accordingly, the foregoing action becomes 


effective immediately. 
2 By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT of 1934 
Release No. 13606/ June 7, 1977 


NOTICE OF FILING OF PROPOSED RULE 
CHANGES BY MIDWEST STOCK EXCHANGE, 
INCORPORATED 


File No. SR-MSE-77-15 


The Midwest Stock Exchange, Incorporated submitted 
on May 26, 1977, a set of proposed rule changes under 
Rule 19b-4 to relax certain restrictions on member and 
member organization affiliations and permit, under 
certain conditions, member organization employees to 
engage in outside employment. 


Publication of the submission is expected to be made 
in the Federal Register during the week of June 13, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule changes or 
institute proceedings to determine whether the 
proposed rule changes should be disapproved, inter- 
ested persons are invited to submit written data, views 
and arguments concerning the submission within 21 
days from the date of publication in the Federal 
Register. Persons desiring to make written submis- 
sions should file six copies thereof with the Secretary 
of the Commission, Securities and Exchange Commis- 
sion, 500 North’ Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. 
SR-MSE-77-15. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT of 1934 
Release No. 13607/June 8, 1977 


The Securities and Exchange Commission has issued a 
notice giving interested persons until June 27, 1977 to 
request a hearing on the application of The Kansas 
City Star Company (the ‘‘Applicant’’) pursuant to 
Section 12(h) of the Securities Exchange Act of 1934 
for an order exempting the Applicant from the 
reporting provisions of that Act. As the result of a cash 
tender offer, all of the Applicant’s voting securities are 
now owned by Capital Cities Communications, Inc. 





SECURITIES EXCHANGE ACT of 1934 
Release No. 13608/June 8, 1977 


Administrative Proceeding File No. 3-5206 

In the Matter of 

CHANNEL COMPANIES, INC. 

Notice of Application Pursuant to Section 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until June 27, 1977 to 
request a hearing on an application by Channel 
Companies, Inc. (the ‘‘Company’’) pursuant to Section 
12(h) of the Securities Exchange Act of 1934 for an 
exemption from the provisions of Sections 13 and 15(d) 
of that Act based upon its claim that it is a 
wholly-owned subsidiary of W.R. Grace & Co., the 
only record holder of its common stock. The Company 
is engaged primarily in the State of New Jersey in the 
retail sale of lumber, building materials and related 
home improvement, repair and decorating items. 





SECURITIES EXCHANGE ACT of 1934 
Release No. 13609/June 8, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE DEPOSITORY TRUST COMPANY (File No. 
SR-DTC-76-8). 
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The Depository Trust Company (‘‘DTC’’) submitted, 
on May 26, 1977. Amendment No. 1 to a proposed rule 
change, pursuant to Rule 19b-4 under the Securities 
Exchange Act of 1934, to expand the depository 
interface between DTC and The Midwest Securities 
Trust Company to enable book-entry settlement of 
securities transactions between participants of the two 
depositories even though one or both participants may 
not be a participant in both depositories. 


Publication of the submission is expected to be made 
in the Federal Register during the week of June 13, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-76-8. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13610/ June 9, 1977 


In the Matter of 
WESTERN ORBIS COMPANY 
(File No. 1-4782) 


FINDINGS AND ORDERS IMPOSING REMEDIAL 
SANCTIONS 


In this proceeding under Section 12(j) of the Securities 
Exchange Act of 1934 (‘‘Exchange Act’’), Western 
Orbis Company (‘‘Western Orbis’’) failed to answer 
the Order that instituted these proceedings and has 
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failed to appear at the hearing in this matter held on 
May 26, 1977, and therefore is in default." 


On the basis of that Order and the record herein it is 
found that: 


1. Western Orbis Company (‘‘Western Orbis’’) is a 
Delaware corporation with its headquarters offices 
located at 10960 Wilshire Boulevard, Los Angeles, 
California. 


2. Western Orbis, under the name of its predecessor, 
Louis Lesser Enterprises. Inc., filed with the Com- 
mission at its headquarters offices in Washington, 
D.C. its registration statement on Form 10 on or about 
July 9, 1963 for registration of its Class A common 
stock, $.10 par value pursuant to Section 12(b) of the 
Exchange Act on the American Stock Exchange 
(‘‘Amex’’) and the Pacific Stock Exchange (‘‘PSE’’). 
Both are national securities exchanges registered with 
the Commission pursuant to Section 6 of the Exchange 
Act. The amended application was certified by the 
Amex and the PSE to the Commission and declared 
effective by the Commission on July 24, 1963 pursuant 
to Section 12(d) of the Exchange Act and the 
applicable rules thereunder. 


3. Pursuant to such registration under Section 12(b) of 
the Exchange Act, Western Orbis is required to comply 
with Section 13(a) of the Exchange Act by filing certain 
reports with the Commission pursuant to Section 13(a) 
of the Exchange Act and the rules and regulations 
thereunder. Among such reports are annual reports on 
Form 10-K and quarterly reports on Form 10-Q. 


4. On January 21, 1976, the Commission filed a 
complaint in the United States District Court for the 
District of Columbia, against Western Orbis seeking 
an order to compel Western Orbis to file forthwith its 
delinquent annual report on Form 10-K for its fiscal 
year ended June 30, 1975 and its Form 10-Q quarterly 
report for its fiscal quarter ended September 30, 1975 
with the Commission and the Amex and also seeking 
a permanent injunction against the company from 
further violation of Section 13(a) of the Exchange Act. 


5. On April 27, 1976, U.S. District Judge Oliver Gasch 
ordered Western Orbis to file such delinquent periodic 
reports and permanently enjoined the company from 
further violations of the reporting provisions of Section 
13(a) of the Exchange Act and the applicable rules 
thereunder. 





‘Rules 6(e) and 7(e) of the Commission’s Rules of 
Practice provide that the allegations in the Order may 
be deemed true as to a defaulting respondent. 








6. Notwithstanding such order and _ injunction, 
Western Orbis has violated and is continuing to violate 

2 Section 13(a) of the Exchange Act in that it has failed 
to file its required periodic reports by, inter alia, 


(a) filing an incomplete Form 10-K report for its fiscal 
year ended June 30, 1975 in that such report did not 
contain any financial statements as required by Item 
10 of that Form; 


(b) failing to file its annual report on Form 10-K for its 
fiscal year ended June 30, 1976; and 


(c) failing to file quarterly reports on Form 10-Q for its 
fiscal quarters ended September 30, 1975, December 
31, 1975, March 31, 1976 and September 30, 1976. 


7. On June 10, 1976, Western Orbis filed a petition in 
bankruptcy in the Central District of California and 
was adjudicated a bankrupt and is being liquidated. 
Herbert Wolas of the law firm of Robinson and Wolas, 
Los Angeles, California was appointed Trustee for the 
bankrupt, Western Orbis. 


8. To date Western Orbis has failed to file any 
financial statements as required by Item 10 to Form 
10-K for its annual report on Form 10-K for its fiscal 
year ended June 30, 1975 and has failed to file any 
subsequent annual and quarterly reports. 


& In view of the foregoing, it is determined that Western 

X Orbis has failed to comply with Section 13(a) of the 
Exchange Act and it is deemed necessary and 
appropriate for the protection of investors to revoke 
the registration of Western Orbis’ securities under 
Section 12(b) of the Exchange Act. 


Accordingly, IT 1S ORDERED that the registration of 
Western Orbis’ common stock under Section 12(b) of 
the Exchange Act be, and hereby is. revoked. 


For the Commission. by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1934 
Release No. 13611/June 9, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (‘‘Exchange Act’’) the single ten-day 
suspension of over-the-counter trading for the period 


commencing at 12:40 pm (EDT) on June 9, 1977 and 
terminating at midnight (EDT) on June 18, 1977 of the 
securities of Miner Industries, Inc. (‘‘Miner’’), a 
Deleware corporation whose principal executive offices 
are located at 200 Fifth Avenue, New York, New York 
10010. 


The Commission ordered the suspension of trading in 
Miner’s securities at the request of the company in 
view of the lack of current adequate and accurate 
public information about the company’s operations 
and financial condition. Miner has failed to timely file 
with the Commission its annual report on Form 10-K 
in proper form for the fiscal year ended January 31, 
1977. In addition, Miner disclosed under cover of 
Form 8-K for the month of March 1977 that as of 
March 10, 1977 it was in default on a substantial 
number of obligations at which time agreements were 
entered into with financial institutions and that the 
company was then engaged in negotiating refinancing 
agreements with certain lending institutions. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading 
suspension, no quotation may be entered unless and 
until they have strictly complied with all the provisions 
of said rule. If any broker or dealer has any questions 
as to whether or not he has complied with said rule, he 
should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in 
Washington, D. C. If any broker or dealer is uncertain 
as to what is required by Rule 15c2-11, he should 
refrain from entering quotations relating to the 
securites in question until such time as he has 
familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or 
dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for 
prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13612/June 9, 1977 


REPORT PURSUANT TO SECTION 21(a) OF THE 
SECURITIES EXCHANGE ACT OF 1934 RE- 
GARDING THE INVESTIGATION OF GOULD INC. 


HO-984 
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The Securities and Exchange Commission has filed a 
complaint in the United Stated District Court for The 
District of Columbia, concerning, among other 
matters, Gould’s failure to disclose a real estate trans- 
action involving Gould Inc. (‘‘Gould’’) and certain 
members of Gould’s management. The transaction 
resulted from Gould’s efforts throughout much of 1975 
and early 1976 to purchase a seven acre land parcel 
which adjoins property contiguous to its corporate 
headquarters. 


In April 1975, Gould had purchased the contiguous 
property for $3.02 per square foot. At the same time, 
Gould first offered $280,000 for the seven acres and 
increased its offer to $350,000 in increments over a 
period of months. The sellers also owned a 32-acre 
parcel located near but separated from the seven acres 
by a highway. Unlike the seven acre parcel, there was 
no street access to the 32-acre parcel. The purchase 
effort became stalled when the sellers posed 
conditions concerning access to the 32-acre parcel. 


Gould’s agent recommended that to satisfy the sellers’ 
conditions Gould purchase the entire 39 acres and 
resell the 32 acres. Gould’s agent supported its 
recommendation by providing Gould management 
with a sales promotion booklet entitled ‘‘Gould Center 
Land Acquisition,’’ which contained the sellers’ asking 
price for the property, $1,400,00; a breakdown of the 
price by parcel—the seven acres for $350,000 and the 
32 acres for $1,050,000: a sellers’ appraisal supporting 
the asking price and the breakdown and a letter from 
Gould’s agent advised that both parcels were ‘‘grossly 
undervalued.’’ 


Gould’s chairman and chief executive officer caused 
Gould to purchase the seven acres for approximately 
$940,000 (approximately $3.02 per square foot) and a 
newly-created partnership (‘‘The  Partnership’’) 
consisting of Gould’s senior management, Gould’s 
agent, and Gould’s outside cqunsel, purchased the 32 
acres for approximately $460,000 (approximately $.44 
per square foot). Gould’s management’s combined 
share of the Partnership was 70%. The transaction 
was arranged in March 1976. Shortly thereafter 
Gould’s agent at the request of Gould received an 
appraisal of the seven acres supporting the purchase 
price. The transaction was consummated by mid-June. 
The 32-acre parcel was immediately placed back on 
the market for nearly three times the Partnership’s 
purchase price, although to date it has not been sold 
by the Partnership. 


Outside Counsel 


Gould’s outside counsel. identified in the complaint, 
has for the past ten years performed substantial legal 
services for Gould, and is a senior partner in the law 
firm that assists Gould in filing reports required under 
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the federal securities laws. He did not perform legal 
services for Gould or the Partnership, in the land- 
purchase transaction. Although he knew the trans- 
action involved Gould and management, he did not 
know many of the material facts leading to the creation 
of the Partnership, and when invited to join the Part- 
nership, he accepted, without making an inquiry into 
the basic facts and circumstances concerning the 
transaction. 


Board of Directors 


The paricipating members of management failed to 
disclose the real estate transaction to the board of 
directors subsequent to their determination § to 
participate in the transaction, and for nearly two 
months after the June 1976 closing. Then, in August 
1976, the transaction was presented to the executive 
committee of the board through a memorandum 
prepared by Gould’s financial vice-president and a 
letter from Gould’s chairman, both of whom were 
members of the Partnership. 


The memorandum and letter set forth some of the 
relevant and material facts concerning the real estate 
transaction. The committee was informed (1) of the 
prices paid for the respective tracts: (2) that both 
tracts had been in common ownership; (3) that 
management had obtained an appraisal of the seven 
acres substantiating the price paid, which price, on a 
per square foot basis matched the price paid for the 
immediately adjacent parcel the year before; and (4) 


that a partnership including members of management 


had purchased the 32-acre parcel. The committee was 
not, however, informed of other material and relevant 
facts, for example, (1) that Gould had in 1975 made 
offers, which were refused, for the seven acres in the 
$280,000 to $350.000 range; (2) that the sellers’ 
appraisal showed the Partnership’s tract to be worth 
substantially more than Gould’s: (3) that Gould’s 
management owned 70% of the Partnership; (4) that, 
following the closing in June, 1976, the Partnership 
had immediately placed its tract back on the market 
for almost three times its purchase price. The letter 
from Gould’s chairman, circulated only to the 
executive committee, incorrectly indicated that the 
Partners had arranged for and obtained an appraisal of 
the Partnership’s tract and that the Partners had paid 
the value set forth in that appraisal. In fact, no ap- 
praisal of the Partners’ land other than that provided 
by the sellers was ever obtained, requested or utilized 
by the Partnership. 


Because of the involvement of Gould’s officers in the 
transaction, the executive committee took no action 
and caused the matter to be brought before the full 
board of directors in October 1976. Some committee 
members also suggested that the Partnership offer to 
Gould the 32-acre tract at the Partnership’s: cost. 











' transaction 
interested persons. 


There is no evidence, however, that any committee 


member endeavored to obtain information about the 
from anyone other than financially 


Prior to the full board meeting, all members were 
furnished with the memorandum previously given the 
executive committee. The board of directors 
considered the fairness of the price paid by Gould for 
the seven acre parcel and the offer by the Parnership 
to sell the 32-acre parcel to the company at the price 
paid by the Partnership, but did not address the 
question whether the allocation of the total purchase 
price between the two parcels resulted in the Partner- 
ship receiving a benefit at Gould’s expense. The board 
of directors, without additional investigation beyond 
inquiry of financially interested management at the 
board meeting, decided the purchase price for the 
seven-acre parcel was fair to Gould and that Gould 
should not purchase the 32-acre parcel. 


IV. Conclusions: 





While there has been no judicial or administrative 
adjudication of the facts herein set forth, the 
Commission believes that this situation exemplifies 
problems which may arise when directors become 
aware of management dealings which affect the 
& company, and when outside counsel to a company is a 

x participant in such dealings. 


With regard to the review by the board of directors of 
management involvement in a transaction affecting 
the company, the Commission is of the opinion that in 
such instances, the board should carefully ascertain all 
of the relevant facts to determine whether the trans- 
action is in all ways fair to the company and to assure 
that it has been fully disclosed to shareholders as 
required by the federal securities laws. In ascertaining 
facts, the board should not rely solely on information 
from interested management but should also seek 
information from independent non-interested sources 
when available. 


With regard to outside counsel being offered a 
participation, the Commission is of the opinion that in 
such instances counsel should make sufficient inquiry 
to determine that all material facts have been 
presented to the board of directors. In ascertaining 
such facts, counsel should not rely solely on facts 
provided by other financially interested sources, but 
should also seek information from independent non- 
interested sources when available. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13613/June 9, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE CHICAGO BOARD OPTIONS EXCHANGE, 
INC. 


File No. SR-CBOE-77-13 


The Chicago Board Options Exchange, Inc. (‘‘CBOE’’) 
submitted on June 2, 1977 a proposed rule change 
under Rule 19b-4 to add a new Rule 3.19 (‘‘Obligations 
of Terminating Members’’) to require that a member 
who sells or transfers his membership must be current 
in all filings and payments of dues, fees and charges 
relating to that membership, and to prescribe what 
action the CBOE may take if a member fails to comply 
with this rule. 


Publication of the submission is expected to be made 
in the Federal Register during the week of June 13, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D. C. 20549. Reference should be made to File No. 
SR-CBOE-77-13. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D. C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13614/June 9, 1977 
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NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NEW YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-77-16 


The New York Stock Exchange, Inc. (‘‘NYSE’’) 
submitted on May 25, 1977, a proposed rule change 
under Rule 19b-4 to increase to fourteen from twelve 
the number of Floor Governors to supervise and 
regulate Floor matters. 


The foregoings rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty days of 
the filing of such proposed rule change, the 
Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange 
Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of June 13, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D. C. 20549. Reference should be made to File No. 
SR-NYSE-77-16. 


Copies of submission and of all written comments will 
be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D. C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to deiegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13615/June 9, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY BOSTON STOCK EXCHANGE, INC. 


File No. SR-BSE-77-1 
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The Boston Stock Exchange, Inc. (‘‘BSE’’) submitted 
on May 27, 1977, a proposed rule change under Rule 


as ‘‘give-ups’’, delete the presumption of a unitary 


19b-4 to delete restrictions on what members may “@ 


odd-lot specialist system and the requirement of an 
odd-lot differential, delete references to primary 
market transactions and substitute consolidated tape 
transactions and amend record retention requirements 
for specialists and rules pertaining to hiring of 
employees by members. 


Publication of the submission is expected to be made 
in the Federal Register during the week of June 13, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D. C. 20549. Reference should be made to File No. 
SR-BSE-77-1. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington. D. C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of 
Regulation, pursuant to delegated authority. 


Market 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 20059/ June 3, 1977 





In the Matter of 


OHIO EDISON COMPANY 
76 South Main Street 
Akron, Ohio 44308 


PENNSYLVANIA POWER COMPANY 
1 East Washington Street 
New Castle, Pennsylvania 16103 


(70-5390) 


NOTICE OF PROPOSAL TO INCUR OR GUARANTY 
SHORT-TERM BORROWING 


Notice is hereby given that Ohio Edison Company 
(‘‘Edison’’) a registered holding company and Penn- 
sylvania Power Company, (‘‘Penn Power’’) its electric 
utility subsidiary, have filed a post effective amend- 
ment to the application-declaration previously filed in 
this proceeding pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act’’), designating Section 
6(b) as applicable to the proposed transaction. All 
interested persons are referred to the application-dec- 
laration, as now amended, which is summarized below 
for a complete statement of the proposed transaction. 


Pursuant to prior orders of the Commission in this 
proceeding (HCAR Nos. 19604/July 7, 1976 and 
19861/January 31, 1977), Edison and Penn Power 
have authorization through June 30, 1977 to make 
short-term borrowings and/or guarantees up to 
$130,000,000 and $27,000,000, respectively. 


Edison and Penn Power are now requesting that upon 
the expiration of the authority heretofore granted and 
described above, authority be granted to each of them, 
respectively, to make short-term borrowings and/or 
guaranty short-term borrowings of Quarto Mining 
Company (‘‘Quarto’’) and/or the Owner-Trustee under 
lease Arrangements with Quarto, without regard to 
the mix of such short-term borrowings and guaran- 
tees, up to $198,000,000 in the case of Edison and up 
to $35,000,000 in the case of Penn Power. Quarto is a 
wholly-owned subsidiary of the North American Coal 
outstanding shares of all classes of stock and of the 
surplus of such company, paid in, earned and other, if 
any. Edison and Penn Power request that the authority 
herein sought be effective to and including June 30, 
1978. As used herein, the term “short-term borrowing” 
refers to borrowings that mature or are renewed for not 
more than nine months, .exclusive of days of grace, 


after the date of their issue or renewal. 

Corporation, and is under contract to provide the coal 
requirements of specified generating units owned 
jointly by the Central Area Power Coordination Group 
(‘‘CAPCO’’), a joint development program for power 
generation and transmission. Edison and Penn Power, 
along with the Duquesne Light Company, Cleveland 
Electric Illuminating Company and Toledo Edison 
Company comprise the membership of CAPCO. 


Edison and Penn Power state that these amounts, as 
to each company, represent approximately 10% of the 
aggregate of (1) the total principal amount of all 
bonds or other securities representing secured in- 
debtedness issued or assumed by that company 
presently outstanding and (2) the present aggregate 
of the par value of, or stated capital represented by, 
the outstanding shares of all classes of stock and of 
the surplus of such company, paid-in, earned and 
other, if any. The amount of permissible unsecured 
indebtedness under the companies’ charters is in each 
case similarly restricted to an amount equal ot 10% of 
the aggregate of (1) the total principal amount of all 
bonds or other securities representing secured in- 
debtedness issued or assumed by that company pre- 
sently outstanding and (2) the present aggregate of 
the par value of, or stated capital represented by, the 
outstanding shares of all classes of stock and of the 
surplus of such company, paid in, earned and other, if 
any. Edison and Penn Power request that the authority 
herein sought be effective to and including June 30, 
1978. As used herein, the term ‘‘short-term 
borrowing’’ refers to borrowings that mature or are 
renewed for not more than nine months, exclusive of 
days of grace, after the date of their issue or renewal. 


The short-term borrowings to be made by Quarto 
and/or the Owner-Trustee under the lease transaction, 
the repayment of which are to be quaranteed by the 
CAPCO companies, will be primarily under lines of 
credit with five banks as follows: 


Estimated Effective Rates 
with Prime at 6.50% 








Bank Name Amount Terms ¥2 Utilization Full Utilization 
Cleveland Trust $ 5,000,000 117% of Prime 7.61% 7.61% 
Company 
The Chase Manhattan 47,000,000 110% of Prime and 8.45 7.80 
Bank, N.A. 10% of Prime Fee 
on Line In Lieu 
of Balances* 
Central National 5,000,000 110% of Prime; 7.15 7.15 
Bank of Cleveland 1/2% Commitment 
Fee on Unused Line 
Mellon Bank, N.A. 57,000,000 107% of Prime 6.96 6.96 
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Society National Bank 5,000,000 Prime plus 1% 7.50 7.50 
of Cleveland 
Union Commerce Bank 9,000,000 Prime plus 3/4% 7.25 7.25 
Pittsburgh National 7,000,000 107% of Prime; 8.00 7.48 
Bank 8% of Prime Fee 
on Line 
WEIGHTED AVER- $135,000,000 7.60% 7.35% 





AGE 


“Fee amount subject to reduction based upon account balance 





In addition, short-term borrowings may be made from 
the Note and Bond Escrow Funds (unspent proceeds of 
the permanent financing previously consumated in 
connection with Quarto’s development of the mines) 
prior to the time the monies therein contained are 
expended. In this way, amounts in the Bond Escrow 
Fund can be utilized by the Owner-Trustee prior to the 
time those funds are required by Quarto and Quarto 
can utilized amounts in the Note Escrow Fund prior to 
the time those funds are required by the Owner- 
Trustee. The interest rate for borrowings from the 


Note Escrow Fund will bear interest at the interest 
rate applicable to the Notes and the interest rate for 
borrowings from the Bond Escrow Fund will bear 
interest at the interest rate applicable to the Bonds. 
The repayment of such borrowing will be guaranteed 
by the CAPCO companies in the same way that the 
repayment of borrowings under the lines of credit 
referred to above will be guaranteed. 


It is stated that Edison’s existing lines of credit are 
currently and will be on July 1, 1977 as follows: 











Average Effective rate 
Amount of Interest Compensating (based on prime 
Bank Line Rate Balances rate of 62%) 
Group of 55 banks $39,000,000 Prime None 7.15% 
headed by First (treating normal 
National Bank of working balances as 
Akron compensating bal- 
ances) 
The Chase Manhattan 20,000,000 110% of 10% of Line 7.94% 
Bank, N.A. Prime 
Citibank, N.A. 20,000,000 110% of 10% of Line 7.94% 
Prime 
Cleveland Trust 15,000,000 110% of 10% of Line 7.94% 
Company Prime 
Irving Trust 12,000,000 110% of 10% of Line 7.94% 
Company Prime 
Morgan Guaranty 12,000,000 110% of 10% of Line 7.94% 
Trust Company Prime 
National City 10,000,000 110% of 10% of Line 7.94% 
Bank Cleveland Prime 
Ohio 
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Average Effective rate 





Amount of Interest Compensating (based on prime 

Bank Line Rate Balances rate of 612%) 
Central National $ 2,000,000 Prime 10% of Line 7.22% 

Bank of Cleve- 

land 
Society National 2,000,000 110% of 10% of Line 7.94% 

Bank of Cleve- Prime 

land 

Weighted Average 
$143,000,000 Effective Rate 7.65% 





In addition, Edison has arrangements with the trust 
departments of various banks relating to so-called 
master notes, which are notes issued and sold by 
Edison, in denominations of not less than $1,000 and 
sold to trust departments of various banks. The loans 
made by the trust departments and repayments made 
by Edison with respect thereto are entered on a single 


note as they occur, without the need for issuance of a 
new note or cancellation of an existing note each time 
a loan or repayment is made. Edison has the right to 
repay at any time, without penalty, all or any part of 
the principal amount of each note then outstanding. 
The issuance and sale of these ‘‘master notes’’ was 
authorized in HCAR No. 19298 (December 16, 1975). 








Trust Department Amount 
Cleveland Trust Company $10,000,000 
First National Bank of Akron 10,000,000 
Akron National Bank Trust 2,000,000 


Company 





Interest Rate* 


Highest rate of General Motors Accep- 
tance Corporation commercial paper 
with maturity from 30 to, and includ- 
ing, 180 days plus 4%. 


Ford Motor Credit Company 180 days 
commercial paper rate. 


General Motors, Acceptance Corpora- 
tion 180 day commercial paper, plus 
1/8%. 


*The rates noted would be converted to the annual simple interest equivalent since they are quoted on a 


discount basis. 


The interest payable by Edison on outstanding loans would change from time to time 


based on changes in the commercial paper rates specified. 





It is stated that Penn Power’s lines of credit at July 1, 1977 will be as follows: 


SEC DOCKET/779 








Average Effective rate 





Amount of Interest Compensating (based on prime 
Bank Line Rate Balances rate of 642%) 
Group of 9 banks $11,000,000 Prime None 7.24% 
(treating normal 
working balances 
as compensating 
balances) 
Citibank, N.A. 4,500,000 110% of Prime 10% of Line 7.94% 
Citibank, N.A. 4,500,000 110% of Prime None 7.80% * 
Weighted Average 
$20,000,000 Effective Rate 7.52% 





*Taking into account a fee in lieu of compensating 
line of credit. 


Edison and Penn Power will each use any proceeds 
received in connection with short-term borrowings for 
the acquisition of property and in the construction, 
completion, extension, renewal or improvement of 
their respective facilities, or for the reimbursement of 
their respective treasuries for expenditures made for 
such purposes. 


Fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $2,900 for 
Edison, including $2,400 in counsel fees, and $1,100 
for Penn Power, inicuding $600 in counsel fees. 


No other state commission and no federal commission, 
other than this Commission has jurisdiction over the 
proposed transactions. 


NOTICE IS FURTHER GIVEN than any interested 
person may, not later than June 28, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, and reasons for such 
request, and the issues of fact or law raised by said 
post-effective amendment to the application-declara- 
tion which he desires to controvert; or he may request 
that he be notified if the Commission should order a 
hearing thereon. Any such request should be ad- 
dressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the applicants-declarants at the above stated 
addresses and proof of service (by affidavit, or 
in case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date, the 
post-effective amendment to the application-decla- 
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balances equal to 10% of the prime rate times the 


ration, as filed or as it may be amended, may be 
granted and permitted to become effective as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 20060/June 3, 1977 


In the Matter of 
APPALACHIAN POWER COMPANY 


40 Franklin Road 
Roanoke, Virginia 24009 


8 


CEDAR COAL COMPANY 
1220 Charleston National Plaza 
Charleston, West Virginia 25301 


(70-5574) 


SUPPLEMENTAL NOTICE OF PROPOSED CAPITAL 
CONTRIBUTIONS FROM UTILITY COMPANY TO 
SUBSIDIARY COAL COMPANY 


NOTICE IS HEREBY GIVEN that Appalachian Power 
Company (‘‘Appalachian’’), an electric utility subsi- 
diary of American Electric Power Company, Inc., a 
registered holding company, and Cedar Coal Company 
(‘‘Cedar’’), a coal mining subsidiary company of 
Appalachian, have filed a further amendment to their 
declaration previously filed and amended with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act’’), designating Section 12 
of the Act as applicable to the following proposed 
transaction. All interested persons are referred to the 
declaration, as amended, which is summarized below, 
for a complete statement of the proposed transaction. 


Cedar is engaged in the mining, delivery and sale of 
coal to Appalachian. Cedar does not own coal 
properties, but Cedar holds leases on approximately 
24,931 acres of land in West Virginia estimated to 
contain 76 million tons of recoverable coal. Cedar’s 
current mining capacity is stated to be 2 million tons of 
coal per year. It is planned to expand the mining 
capacity of Cedar to approximately 4 million tons per 
year by 1979 at a cost of approximately $50,000,000. It 
is stated that the bulk of Cedar’s coal production 
through 1979 is expected to be shipped to the John E. 
Amos plant in West Virginia (owned jointly by 
Appalachian and its affiliate, Ohio Power Company). 


By the declaration as originally filed in this proceeding 
it was proposed that Appalachian make capital 
contributions of up to $10,000,000 through 1975 to 
finance expansion of Cedar’s operations. Notice of this 
proposal was issued November 4, 1974 (HCAR No. 
18653). Necessary state orders approving the trans- 
action as originally proposed were not filed with this 
Commission and no order has been issued by this 
Commission with respect to that proposal. 


Cedar has previously been authorized to borrow up to 
$18,000,000 to finance its White Oak Preparation 
Plant, estimated to cost $16,000,000 (HCAR No. 
20017, May 3, 1977, in file 70-5954). Appalachian 
seeks authorization to make capital contributions 
aggregating $20,000,000 to Cedar, to cover the 
estimated costs of site preparation, the mine portal, 
extensions of slopes and shafts and overhead expendi- 
tures. The contributions will be made from time to 
time through 1979. It is stated that an estimated 
$14,000,000 will be spent for other mining equipment, 


with financing of this equipment to be subject to a 
further filing with this Commission. 


The state Corporation Commission of Virginia and the 
West Virginia Public Service Commission have 
authorized the proposed transaction. It is stated that 
no other state or federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. Any further fees and expenses to be 
incurred in connection with the proposed transaction 
will be supplied by amendment. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 29, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, and reasons for such 
request, and the issues of fact or law raised by said 
declaration, as amended, which he desires to contro- 
vert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served personally or 
by mail upon the declarants at the above-stated 
addresses and proof of service (by affidavit or, in case 
of an attorney-at-law, by certificate) should be filed 
with the request. At any time after said date, the 
declaration, as amended, or as it may be further 
amended, may be permitted to become effective as 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 20061/June 3, 1977 


In the Matter of 

YANKEE ATOMIC ELECTRIC COMPANY 
20 Turnpike Road 

Westborough, Massachusetts 01581 
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(70-6022) 


NOTICE OF PROPOSED ISSUE AND SALE OF TERM 
NOTES AND REQUEST FOR EXEMPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Yankee Atomic 
Electric Company (‘‘Yankee Atomic’’), an electric 
utility subsidiary company of New England Electric 
System and Northeast Utilities, registered holding 
companies, has filed an application-declaration with 
this Commission pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act’’), designating Sections 
6(b), 9(a) and 12(c) of the Act and Rules 42(b)(2) and 
50(a)(5) promulgated thereunder as applicable to 
the proposed transaction. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


Yankee Atomic proposes to issue and sell to 
institutional investors not later than December 31, 
1977, up to $10,000,000 principal amount of term notes 
ranging in maturity from two years to ten years, with 
an average life that approximates the length of the 
nuclear fuel cycle. The net proceeds from such sale 
will be used to reduce Yankee Atomic’s short-term 
debt incurred to finance its nuclear fuel requirements, 
which debt was $12,800,000 at March 31, 1977, and is 
expected to increase to approximately $18,900,000 by 
December 31, 1977. The security for such notes could 
take the form of a lien on Yankee Atomic’s nuclear 
fuel during the various stages of the fuel cycle. 


At present Yankee Atomic has a capital structure of 
approximately 58% equity and 42% short-term debt. 
It is stated that without longer-term fixed rate 
financing, short-term debt can be expected to become 
even greater as uranium prices rise and pre-payments 
to assist uranium sellers have to be made. Yankee 
Atomic feels that favorable market conditions for the 
proposed type of financing now exist and that such 
financing would help minimize exposure to fluctua- 
tions in short-term capital market interest rates and 
capital availability. 


Yankee Atomic requests exemption from the competi- 
tive bidding requirements of Rule 50 with respect to 
the proposed issuance and sale of term notes pursuant 
to paragraph (a)(5) thereof on the grounds that Yankee 
Atomic has no securities outstanding with the public, 
the small size of the issue. its special and rather short 
maturities, its purposes of financing nuclear fuel and 
the possibility of the negotiation of the terms of a 
security interest in nuclear fuel necessitate the use of 
an investment banker who is familiar with the 
potential market for such notes. 
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The fees and expenses to be incurred by Yankee 
Atomic in connection with the proposed transaction 
will be supplied by amendment. It is stated that the 
Massachusetts Department of Public Utilities has 
jurisdiction over the issue and sale of the term notes 
and that no other state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 28, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of the fact or law raised by 
said application-declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served personally or 
by mail upon the applicant-declarant at the above- 
stated address, and proof of service (by affidavit or, in 
case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulatons promulgated under the Act, or the 
Commission may grant exemption from its rules under 
the Act as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 

Release No. 20062/June 3, 1977 

In the Matter of 


MISSISSIPP| POWER COMPANY 
Gulfport, Mississippi 


(70-5978) 





@ 


SUPPLEMENTAL ORDER AUTHORIZING ISSU- 
ANCE AND SALE OF SHORT-TERM NOTES TO 
BANKS AND DEALERS IN COMMERCIAL PAPER 
AND EXCEPTION FROM COMPETITIVE BIDDING 


Mississippi Power Company (‘‘Mississippi’’), an 
electric utility subsidiary of The Southern Company 
(‘‘Southern’’), a registered holding company, has filed 
with this Commission a post-effective amendment to 
the application-declaration in this proceeding pursuant 
to Sections 6(a) and 7 of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) and Rule 50(a)(5) 
promulgated thereunder regarding the following 
proposed transactions. 


By order in this proceeding dated March 29, 1977 
(HCAR No. 19968), the Commission authorized 
Mississippi to issue and sell from time to time through 
March 31, 1978, short-term notes to banks and 
commercial paper in an aggregate principal amount 
outstanding at any one time of not in excess of 
$25,000,000. The proceeds from the bank notes and 
commercial paper notes are being used by Mississippi 
to reimburse its treasury for part of the expenditures 
in connection with its construction program and to 
finance in part its future construction program, to pay 
at maturity from time to time outstanding bank notes 
and commercial paper notes incurred for such 
purpose, and for other lawful purposes. 


Mississippi now requests that such borrowing author- 
ity be increased so that the aggregate principal 
amount outstanding at any one time cannot exceed 
$33,000,000. It is stated that there has been an 
increase in construction expenditures resulting from 
certain items which were not included in the original 
construction budget. In all other respects the trans- 
actions remain unchanged. 


No State or Federal 
Commission, has 
transaction. 


other than this 
the proposed 


commission, 
jurisdiction over 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 
consumers that said application-declaration, as now 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as now amended, be, and it 
hereby is, granted and permitted to become effective 
forthwith, subject to the terms and_ conditions 
prescribed in Rule 24 promulgated under the Act, 
except that the time for filing the certification 


thereunder with respect to the proposed transactons is 
extended as requested so as to allow filing on a 
quarterly basis. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20063/June 3, 1977 


In the Matter of 


NORTHEAST UTILITIES 
174 Brush Hill Avenue 
West Springfield, Massachusetts 01089 


NORTHEAST UTILITIES SERVICE COMPANY 


THE CONNECTICUT LIGHT AND POWER COM- 
PANY 


THE HARTFORD ELECTRIC LIGHT COMPANY 


WESTERN MASSACHUSETTS ELECTRIC COM- 
PANY 


HOLYOKE WATER POWER COMPANY 
(37-65) 


NOTICE OF FILING OF POST-EFFECTIVE AMEND- 
MENT REGARDING A $500,000 INCREASE IN THE 
SYSTEM SERVICE COMPANY’S LONG-TERM 
BANK NOTES 


NOTICE IS HEREBY GIVEN that Northeast Utilities 
(‘‘Northeast’’), a registered holding company, and its 
above-named subsidiary companies have filed with 
this Commission a post-effective amendment to the 
application-declaration in this proceeding pursuant to 
Sections 6(a), 7, and 13(b) of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) regarding the following 
proposed transactions. All interested persons are 
referred to the amended application-declaration, which 
is summarized below, for a complete statement of the 
proposed transactions. 


By order in this proceeding dated July 30, 1969 
(HCAR No. 16437), Northeast Utilities Service Com- 
pany (‘‘Service Company’’) was authorized to pur- 
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chase and inventory all materials and supplies for the 
central warehouse for its own account as a wholesaler 
and subsequently resell and deliver such supplies and 
materials to the four associate operating companies, 
when requested by them, at Service Company’s actual 
costs. To carry out this program Service Company was 
authorized to issue and sell 40-year notes (‘‘Notes’’) to 
Northeast and Northeast was authorized to acquire 
such notes. By further orders dated June 1, 1973, and 
May 28, 1976 (HCAR Nos. 17976 and 19547), Service 
Company was authorized to change its method of 
financing the central warehouse inventory by 
borrowing the funds up to $2,500,000 from a bank 
pursuant to a loan agreement. It is stated that this 
procedure has reduced the cost of financing the central 
warehouse inventory, because the cost of such bank 
loans has been considerably less than the cost of 
borrowing from Northeast. 


Service Company now proposes to amend its loan 
agreement with the bank, Hartford National Bank and 
Trust Company, to provide for the following changes: 
(1) allow for $500,000 of increased borrowings to an 
aggregate of $3,000.000 if such borrowings take place 
prior to June 30, 1977: (2) the borrowings outstanding 
may be prepaid in increments of $100,000 at any time 
without penalty: however, the same funds cannot be 
reborrowed after June 30. 1977: (3) the interest rate 
would be the following percentages of the bank’s 
prime rate in effect from time to time for the periods 
indicated: April 1, 1977, through June 30, 1978 -- 
114%: July 1. 1978, through June 1, 1979 -- 115%; 
and (4) revision of the default provisions of the loan 
agreement. 


Service Company, pursuant to and subject to the 
limitations of the provisions of the loan agreement, 
presently proposes that such bank borrowings remain 
outstanding until June 1, 1979. 


It is stated that the outstanding debt of Service 
Company at March 31, 1977, was $6,500,000. This 
sum is represented by borrowings from the parent 
company, Northeast, in the amount of $4,000,000 on 
the basis of 40-year notes as authorized by the 
Commission and $2,500,000 pursuant to the afore- 
mentioned loan agreement. The funds representing 
the outstanding debt are used to finance the inventory 
and to provide necessary working capital for Service 
Company during the period between the performance 
of services by Service Company and reimbursement by 
associate companies for whom the services have been 
performed. Payments for these services by other 
system companies are made on the basis of monthly 
billings. 


The post-effective amendment states that no fees or 
expenses will be incurred in connection with the 
proposed transactions and that no consent or approval 
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of any State commission or Federal commission, other 
than this Commission, is required in respect of the 
proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 27, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
post-effective amendment to the application-declara- 
tion which he desires to controvert; or he may request 
that he be notified if the Commission should order a 
hearing thereon. Any such request should be ad- 
dressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the applicants-declarants at the above-stated address, 
and proof of service (by affidavit or, in case of an 
attorney-at-law, by certificate) should be filed with the 
request. At any time after said date, the application- 
declaration, as now amended or as it may be further 
amended, may be granted and permitted to become 
effective in the manner provided by Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20064/ June 6,1977 


In the Matter of 


NORTHEAST UTILITIES 
WESTERN MASSACHUSETTS ELECTRIC COMPANY 


174 Brush Hill Avenue 
West Springfield, Massachusetts 01089 


THE CONNECTICUT LIGHT AND POWER COMPANY 
Selden Street 
Berlin, Connecticut 06037 





THE HARTFORD ELECTRIC LIGHT COMPANY 
176 Cumberland Avenue 
Wethersfield, Connecticut 06109 


(70-6016) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
SHORT-TERM NOTES TO BANKS AND COMMER- 
CIAL PAPER TO DEALERS; EXCEPTION FROM 
COMPETITIVE BIDDING, CAPITAL CONTRIBU- 
TIONS BY HOLDING COMPANY TO SUBSIDIARIES 


NOTICE IS HEREBY GIVEN that Northeast Utilities 
(‘‘NU’’), a registered holding company, and The 
Connecticut Light and Power Company (“CL&P”), The 
Hartford Electric Light Company (‘‘HELCO”), and 
Western Massachusetts Electric Company (“WMECO”) 
each a wholly-owned electric utility subsidiary 
company of NU, have filed an application-declaration 
with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Sections 6, 7, and 12(b) of the Act and Rules 45 and 
50(a)(5) promulgated thereunder as applicable to the 
following proposed transactions. All interested 
persons are referred to the application-declaration, 
which is summarized below, for a complete statement 
of the proposed transactions. 


Applicants each propose to issue, from time to time 
through June 30, 1978, short-term notes to banks (to 
be named) and commercial paper to dealers in 
commercial paper. The aggregate amount of all such 
short-term indebtedness at any time outstanding, 
whether issued to banks, to a dealer in commercial 
paper, or otherwise, will not exceed $50,000,000 in the 
case of NU, and in the cases of CL&P, HELCO, and 
WMECO aggregate amounts of $110,000,000, 
$40,000,000 and $40,000,000, respectively. By order 
dated December 11, 1973 (HCAR No. 18213), the 
Commission authorized and preferred shareholders 
subsequently approved CL&P, HELCO, and WMECO 
to continue, for a 5-year period, their existing 
authorizations to incur short-term indebtedness in an 
amount up to but not exceeding 20% of their respective 
capitalizations. The maximum amounts set forth above 
for CL&P and HELCO are less than 10% of their 
respective capitalizations and in the case of WMECO 
the maximum amount represents 11% of its capitali- 
zation. 


Applicants proposes to renew and extend any notes so 
issued or to refund them with other similar notes 
issued to banks or to dealers in commercial paper and 
to issue and sell additional short-term notes (and to 
renew such notes) from time to time to meet portions 
of their capital requirements; provided, however, that 
the aggregate amount of all such notes of each 
applicant at any one time outstanding, including notes 
issued both before and after June 30, 1978, will at no 


time exceed the amount set forth above for each 
applicant. 


The notes to be issued to banks will each be dated as 
of the date of issue (no later than June 30, 1978), will 
have maximum maturity dates of nine months with 
right of renewal, will bear interest at a rate per annum 
not in excess of the prime rate or the prime rate plus a 
fraction thereof, and will be subject to prepayment at 
any time at each company’s option without premium. 


The applicants have credit lines with a number of 
banks subject in most cases to commitment fees 
and/or compensating balance requirements. In some 
cases compensating balances ranging from 10%-20% 
of credit lines are required. Based upon 6-%4% prime 
interest rate, a 10%-20% compensating balance will 
result in an effective cost of borrowing of approxi- 
mately 7.50%-8.44% per annum. 


Commercial paper will be issued arid sold by each 
applicant in the form of short-term promissory notes in 
varying denominations of not less than $50,000 and 
not more than $1,000,000, bearing varying maturities 
of not more than 270 days after date of issue and not 
subject to prepayment prior to maturity. The commer- 
cial paper will be sold directly to a dealer in commer- 
cial paper, Lehman Commercial Paper, Incorporated, 
at the discount rate per annum prevailing at the date 
of issuance for commercial paper of comparable 
quality and like maturity sold by public-utility issuers 
to commercial paper dealers. No commercial paper 
shall be issued having a maturity of more than 90 days 
at an effective interest cost to the applicants which 
exceeds the effective bank interest rate at which they 
could borrow from banks an amount at least equal to 
the principal amount of such commercial paper. No 
commission or fee will be payable in connection with 
the issuance and sale of the commercial paper. The 
purchasing dealer, as principal, will reoffer the 
commercial paper to institutional investors at a 
discount not to exceed 1/8 of 1% per annum less than 
the prevailing discount rate available to applicants 
in such manner as not to constitute a public offering. 
The commercial paper will be reoffered to not more 
than 200 identified and designated commercial and 
institutional customers in a nonpublic list prepared for 
each applicant in advance by the purchasing dealer. It 
is anticipated that the commercial paper will be held 
by customers to maturity, but, if such customers 
desire to resell prior to maturity, the purchasing 
dealer, pursuant to a verbal repurchase agreement, 
will repurchase the commercial paper and reoffer 
the same only to others on the list. 


WMECO presently has no commercial paper out- 
standing; however, as its financial position improves, 
partially as a result of the rate increase granted by the 
Massachusetts Department of Public Utilities in April, 
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1977, WMECO proposes to resume the issue of 
commercial paper. In the meantime, WMECO will 
have to depend upon the availability of bank loans to 
meet its current fund requirements. 


The funds to be derived by NU from the issuance and 
sale of the bank notes and the commercial paper will 
be applied (i) to make capital contributions and/or 
open account advances during the period from July 1, 
1977, to June 30, 1978, to CL&P and Northeast 
Nuclear Energy Company (‘‘NNEC’’), electric utility 
subsidiaries of NU, in amounts not to exceed 
$30,000,000 and $6,000,000, respectively, (ii) to make 
additional open account advances during the period 
from July 1, 1977 to June 30, 1978 to The Quinnehtuk 
Company and to Holyoke Water Power Company, both 
wholly-owned subsidiaries of NU, in amounts not to 
exceed $1,000,000 and $3,000,000, respectively, and 
(iii) to supply funds as needed to other subsidiary 
companies as heretofore or hereafter authorized by 
this Commission. All capital contributions to subsidi- 
aries will be credited to their captial surplus accounts. 
CL&P will apply such contribution or advance, 
together with other funds available to it, to finance its 
1977 and 1978 construction program. The _ total 
estimated construction expenditures of CL&P, 
HELCO, and WMECO in 1977 and 1978 are estimated 
to be $307,300,000, $105,600,000, and $54,500,000, 
respectively. NNEC will apply such contribution, 
together with other funds available to it, for nuclear 
fuel financing during 1977 and 1978. Total expendi- 
tures for nuclear fuel in 1977 and 1978 are estimated 
to be $77,260,000. The funds to be derived by CL&P, 
HELCO, and WMECO from the issuance and sale of 
the bank notes and commercial paper will also be 
applied, together with other funds available to these 
companies, to finance their respective construction 
expenditures in 1977 and 1978. 


It is stated that CL&P, HELCO and WMECO will not 
necessarily apply all or any part of the net proceeds of 
any long-term financing to the repayment or reduction 
of their respective bank notes and commercial paper 
outstanding pursuant to this application-declaration. 
In the event that CL&P and HELCO complete the 
disposition of their respective gas properties prior to 
June 30, 1978, the net proceeds of such dispositions 
shall first be applied to the repayment of their 
outstanding bank notes and commercial paper; 
provided, however that if the net proceeds exceed the 
amount of short-term borrowings then outstanding any 
excess may be used by CL&P and/or HELCO to 
finance their respective construction programs and for 
other corporate purposes. In lieu of such application of 
the proceeds from the disposition of the gas 
properties, CL&P and HELCO may use a portion of 
such proceeds to pay a dividend to NU, such 
dividend to be applied by NU to the reduction of its 
short-term borrowings then outstanding. Any bank 
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notes or commercial paper of NU, CL&P, HELCO, and 
WMECO outstanding at June 30, 1978, will be repaid 
from internal cash resources or from the proceeds of 
long-term debt or equity financing. 


It is further stated that NU will not necessarily apply 
all or any part of the proceeds of any sale of its 
common shares prior to June 30, 1978 to the reduction 
of its outstanding short-term borrowings, but may use 
such proceeds to provide further capital contributions 
or advances to its subsidiaries. Therefore, it is not 
proposed that NU’s maximum borrowing limit as 
authorized by the Commission be reduced by the 
proceeds of any such sale of additional common 
shares. NU is presently considering the issue of 
additional common shares early in 1978. 


Applicants request exception from the competitive 
bidding requirements of Rule 50 for the proposed 
issue and sale of the commercial paper pursuant to 
paragraph (a)(5) thereof on the grounds that it is not 
practicable to invite competitive bids for commercial 
paper and that current rates for commercial paper for 
prime borrowers such as the applicants are published 
daily in financial publications. Applicants also request 
authority to file certificates of notification under Rule 
24 with respect to the issue and sale of commercial 
paper within 30 days after the end of each calender 
quarter. 


It is stated that no State or Federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. There are no fees or expenses, 
other than the filing fee paid to this Commission, to be 
incurred in connection with the proposed transactions, 
except incidental services estimated at $500 in the 
case of each applicant to be performed at cost by 
Northeast Utilities Service Company, an allifliated 
service company. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 28, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail (air 
mail if the person being served is located more than 
500 miles from the point of mailing) upon the 
applicants-declarants at the above-stated addresses, 
and proof of service (by affidavit or, in case of an 
attorney-at-law, by certificate) should be filed with the 
request. At any time after said date, the application- 
declaration, as filed or as it may be amended, may be 
granted and permitted to become effective as provided 








in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 there of or take such other action as it 
may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will 
receive any notices or orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20065/ June 6, 1977 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New york, New York 


CNG COAL COMPANY 

CNG DEVELOPMENT COMPANY LTD. 

CNG PRODUCING COMPANY 

CNG RESEARCH COMPANY 

CONSOLIDATED GAS SUPPLY CORPORATION 


CONSOLIDATED NATURAL GAS SERVICE COM- 
PANY, INC. 


CONSOLIDATED SYSTEM LNG COMPANY 
THE EAST OHIO GAS COMPANY 

THE PEOPLES NATURAL GAS COMPANY 
THE RIVER GAS COMPANY 

WEST OHIO GAS COMPANY 

(70-6005) 


ORDER AUTHORIZING 
ING, 


INTRASYSTEM FINANC- 
ISSUANCE AND SALE OF COMMERCIAL 


PAPER AND SHORT-TERM NOTES TO BANKS BY 
HOLDING COMPANY, AND EXEMPTION FROM 
COMPETITIVE BIDDING 


Consolidated Natural Gas Company (‘‘Consolidated’’), 
a registered holding company, and certain of its 
subsidiary companies. CNG Coal Company (‘‘Coal 
Company’’), CNG Development Company LTD., CNG 
Producing Company (‘‘Producing Company’’), CNG 
Research Company (‘‘Research Company’’), Consoli- 
dated Gas Supply Corporation (‘‘Gas Supply’’), 
Consolidated Natural Gas Service Company, Inc. 
(‘Service Company’’), Consolidated System LNG 
Company (‘‘LNG Company’’), The East Ohio Gas 
Company (‘‘East Ohio’’), The Peoples Natural Gas 
Company (‘‘Peoples’’), The River Gas Company 
(‘‘River’’), and West Ohio Gas Company (‘‘West 
Ohio’’), have filed an application-declaration and 
amendments thereto with this Commission pursuant to 
Sections 6(a), 6(b), 7, 9(a), 10 and 12(b) of the Public 
Utility Holding Company Act of 1935 (‘‘Act’’) and 
Rules 45 and 50(a)(5) promulgated thereunder re- 
garding the following proposed transactions. 


Consolidated proposes, from time to time during 1977, 
to make loans aggregating up to $79,000,000 to five 
subsidiary companies in the amounts set forth in the 
table below, primarily for the purpose of partially 
financing their 1977 capital expenditures. Capital 
expenditures for all of Consolidated’s subsidiaries are 
estimated at $236,400.000 in 1977. The loans will be 
evidenced by nonnegotiable, long-term notes proposed 
to be issued by the respective subsidiary companies 
and proposed to be acquired by Consolidated. The 
notes will bear interest at a rate substantially equal to 
the effective cost of money to Consolidated in respect 
of its issuance and sale of $75,000,000 principal 
amount of debentures scheduled for June 1977 (File 
No. 70-6004) and will be payable from 1982 through 
1997 in approximately equal annual principal amounts. 


Prior to completion of said debenture financing in 1977 
by Consolidated, the foregoing loans to said subsidiary 
companies for 1977 capital expenditures ($74,500,000) 
will be in the form of open account advances, payable 
on or before December 31, 1977, with interest at the 
prime commercial rate (presently 6.75%) in effect 
from time to time at The Chase Manhattan Bank, N.A. 
(‘‘Chase Manhattan’’), with a retroactive adjustment 
of the interest rate on the advances to conform with 
the effective cost of money to Consolidated through 
the sale of its debentures. Following the debenture 
financing by Consolidated, the interim open account 
advances to subsidiary companies, to the extent made 
at that time, will be converted into long-term notes of 
such subsidiary companies, and, thereafter, loans to 
subsidiary companies in 1977 for capital expenditures 
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will be evidenced by the aforesaid long-term notes of 
such subsidiary companies. 


Consolidated also proposes to issue and sell up to 
$100,000,000 of short-term notes to a group of banks 
during 1977. Such notes will bear interest at the prime 
commercial rate in effect from time to time at Chase 
Manhattan. Prepayments may be made in whole or in 
part, from time to time, upon five days’ notice without 
penalty or premium. There will be no closing or 
related charges or commitment fee, and the notes will 
mature not more than twelve months from the date of 
the first borrowing. No compensating balance require- 
ments will be imposed. The average of deposits 
regularly maintained by the Consolidated companies 
in the participating banks for normal operating pur- 
poses amounted to approximately $25,500,000 for 
1976. It is stated that based on a requirement of 10% 
of the proposed credit line and 10% of average 
borrowings thereunder, the average compensating 
balances would have amounted to approximately 
$14,900,000 for the year 1976. 


Consolidated proposes to use the proceeds from said 
bank borrowings to make open account advances to its 
subsidiary companies aggregating up to $100,000,000 
for gas storage inventories, payable as gas is 
withdrawn and sold during the 1977-78 heating 
season. The advances to subsidiary companies will 
bear interest at the same rate as the related bank 
borrowings by Consolidated and will be made in 
amounts as set forth in the table below. Also shown on 
the following table are $37,000,000 of open account 
advances which Consolidated proposes to make from 
time to time up to May 31, 1978, to subsidiary 
companies for working capital requirements from part 
of the proceeds of Consolidated’s proposed issuance 
and sale (described hereinafter) of up to $50,000,000 
of commercial paper and/or notes to a bank. These 
advances will be repaid not more than one year from 
the date of the first advance to each subsidiary with 
interest at substantially the same effective rate as 
incurred by Consolidated on the related commercial 
paper sale and/or bank borrowings. 





Subsidiary Company 





Long-term Notes 


Advances for 

Seasonal In- 

crease in Gas 
Storage Inventories 


Advances for 
Working Capital 
Requirements 











Producing Company $34,000,000 . $ 5,600,000 a 
Gas Supply 6,000,000 67,000,000 11,500,000 
LNG Company 34,000,000 _ _ 

East Ohio o 21,000,000 9,000,000 
Peoples 4,300,000 12,000,000 7,600,000 
River 700,000 — 600,000 
West Ohio — _ 1,600,000 
Coal Company — 300,000 
Research Company a _ 300,000 
Service Company -— _ 500,000 

$79,000,000 


.$100,000,000 $37,000,000 


Consolidated further proposes to acquire, and the subsidiary companies set forth below propose to issue and 
sell to Consolidated from time to time during 1977, capital stock up to the following amounts at the par 
value thereof: 


Number of Shares Aggregate Par Value 








Coal Company 30,000 ($100 par) $ 3,000,000 

Producing Company 44,000 ($100 par) 4,400,000 

Research Company 17,000 ($100 par) 1,700,000 

Gas Supply 115,000 ($100 par) 11,500,000 

LNG Company 210,000 ($100 par) 21,000,000 

River 4,000 ($100 par) 400,000 2 
Total $42,000,000 
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The proceeds derived from the proposed sale of stock 
will be used to finance, in part, the subsidiaries’ 1977 


capital expenditures. The purchase of said capital 


stock by Consolidated will be made principally with 
funds from internal cash generation, and from the sale 
of common stock pursuant to its stockholder and 
employee stock plans. The authorized capital stock of 
Gas Supply, LNG Company, and River is not sufficient 
to cover the additional shares they propose to issue. 
Therefore, in order to accommodate the proposed 
transactions and to provide for future issues, Gas 
Supply proposes to amend its certificate of incorpora- 
tion and increase the number of its authorized shares 
from 1,700,000 to 2,000,000, LNG Company from 
750,000 to 1,000,000, and River from 20,000 to 24,000. 


As indicated above, Consolidated proposes to issue 
and sell commercial paper, in the form of short-term 
promissory notes payable to bearer, in the aggregate 
face amount not to exceed $50,000,000 outstanding at 
any one time to a dealer in commercial paper from 
time to time up to May 31, 1978. The commercial 
paper will have varying maturities of not more than 
270 days after the date of issue and will be issued and 
sold in varying denominations of not less than $50,000 
and not more than $5,000,000 directly to the dealer at 
a discount which will not be in excess of the discount 
rate per annum prevailing at the date of issuance for 
commercial paper of comparable quality and like 
maturities. Consolidated proposes to sell commercial 
paper only so long as the effective interest cost for 
such commercial paper does not exceed the equivalent 
cost of borrowings from a commercial bank on the date 
of sale. 


No commission or fee will be payable by Consolidated 
in connection with the issue and sale of such 
commercial paper notes. The dealer, as principal, will 
reoffer such notes at a discount not to exceed 
one-eighth of one percent per annum less than the 
prevailing discount rate to Consolidated. Such notes 
will be reoffered to not more than 200 identified and 
designated customers on a list (nonpublic) prepared in 
advance by the dealer and furnished to the Commis- 
sion. It is anticipated that the commercial paper will be 
held by customers to maturity; however, if any 
commercial paper is repurchased by the dealer 
pursuant to arepurchase agreement, such paper will be 
reoffered only to others in the group of 200 customers. 
The issuance and sale of commercial paper is to 
provide $37,000,000 for working capital advances to 
subsidiary companies, and the balance of $13,000,000 
is for working capital and contingent requirements of 
Consolidated during the year. 


Consolidated proposes, to the extent that it becomes 
impracticable to issue such commercial paper, to 


borrow, repay, and reborrow from Chase Manhattan, 
from time to time up to May 31, 1978, an aggregate 
principal amount not to exceed $50,000,000 out- 
standing at any one time, at the prime commercial rate 
of interest in effect on the date of each borrowing, 
upon the promissory note or notes of Consolidated 
having a maturity date not more than 90 days from the 
date of each borrowing, and with the right of 
prepayment, in whole or inpart at any time or from 
time to time, without prior notice and without 
premium. The amount of commercial paper notes and 
said notes, if any, payable to Chase Manhattan will 
not collectively exceed $50,000,000 outstanding at any 
one time. There will be no closing or related charges 
and no commitment fee with respect to such bank 
loans, nor will there be any compensating-balance 
requirements. 


Consolidated requests that, for the period commencing 
upon the date of the granting of this application- 
declaration and ending May 31, 1978, an exemption be 
allowed from the provisions of Section 6(a) of the Act 
pursuant to the first sentence of Section 6(b), relating 
to the issuance and sale of short-term notes, by 
increasing the 5% limitation on such notes to a 
maximum of 6% in order to permit Consolidated to 
have outstanding at any one time up to $50,000,000 
principal amount of short-term notes during such 
period as proposed herein. 


Consolidated requests exception from the competitive 
bidding requirements of Rule 50 with respect to the 
sale of commercial paper on the grounds that such 
commercial paper will have maturities of nine months 
or less, that current rates for commercial paper for 
prime borrowers, such as Consolidated, are published 
daily in financial publications, and that it is not 
practical to invite competitive bids for commercial 
paper. Consolidated also proposes that the Rule 24 
certificates of notification regarding the issuance and 
sale of the commercial paper and all subsidiary 
company financings be filed on a quarterly basis. 


It is stated that CNG Development Company LTD. had 
no new financing requirements for 1977 at the time of 
filing and that if such requirements should arise, an 
amendment to that effect wii! be filed as part of this 
proceeding. 


The application-declaration states that the Public 
Service Commission of West Virginia has jurisdiction 
over the proposed long-term and short-term bor- 
rowings and stock issuances of Gas Supply; that the 
Public Utilities Commission of Ohio has jurisdiction 
over the long-term borrowings and stock issuance 
proposed by River; and that the Pennsylvania Public 
Utility Commission has jurisdiction over the long-term 
borrowings proposed by Peoples. It is further stated 
that no other State or Federal commission, other than 
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this Commission, has jurisdiction over the proposed 
transactions. 


The record is incomplete with respect to the 
transactions proposed by Gas Supply, East Ohio, and 
Peoples, and, accordingly, jurisdiction will be reserved 
thereover. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed by Rule 23 
promulgated under the Act (HCAR No. 20024), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found, with respect to the above-described 
transactions as to which the record is complete, that 
the applicable provisions of the Act and rules 
promulgated thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that the amended applica- 
tion-declaration in respect of said transactions be 
granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and the rules thereunder, that the 
application-declaration, as amended, be, and it hereby 
is, granted and permitted to become effective 
forthwith with respect to the proposed transactions as 
to which the record has been completed, subject to the 
terms and conditions prescribed in Rule 24 promul- 
gated under the Act, except that the time for filing the 
certification thereunder is extended as requested so 
as to allow filing on a quarterly basis. 


IT 1S FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved over the proposed transactions as 
to which the record is not yet complete. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20066/June 7, 1977 


In the Matter of 
CONNECTICUT YANKEE ATOMIC POWER COMPANY 


P. O. Box 270 
Hartford, Connecticut 06101 
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(70-6017) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
SHORT-TERM NOTES TO BANKS AND A DEALER 
IN COMMERCIAL PAPER: EXCEPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Connecticut Yankee 
Atomic Power Company (“Connecticut Yankee”), an 
electric utility subsidiary company of Northeast Utili- 
ties and New England Electric System, both of which 
are registered holding companies, has filed an appli- 
cation-declaration with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 (‘‘Act”) 
designating Sections 6 and 7 of the Act and Rule 50 
promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the 
application-declaration, which is summarized below, 
for a complete statement of the proposed transactions. 


Connecticut Yankee proposes to issue and sell notes to 
banks and commercial paper to a dealer from time to 
time on or before June 30, 1978. The aggregate 
amount of all such notes at any time outstanding, 
whether issued to banks or to a dealer in commercial 
paper, will not exceed $20,000,000. 


The bank notes to be issued by Connecticut Yankee 
will each be dated the date of issue, will have 
maximum maturity dates of nine months, and will bear 
interest at the prime rate. The bank notes will be 
issued no later than June 30, 1978, and will be subject 
to prepayment at any time at the Company’s option 
without premium. Connecticut Yankee proposes to 
make such borrowings from The Chase Manhattan 
Bank, New York, New York, and Bankers Trust 
Company, New York, New York, in a maximum prin- 
cipal amount at any one time outstanding from each 
bank of $12,000,000. Compensating balance require- 
ments will not exceed 10% of the credit line plus 10% 
of the average borrowings outstanding under the line. 
No closing costs are required in connection with any of 
the proposed bank borrowings. Based on a prime rate 
of 6-3/4% the effective cost of such borrowings will be 
8.44%. 


The commercial paper will be issued in the form of 
short-term promissory notes in denominations of not 
less than $50,000 and not more than $1,000,000, of 
varying maturities, with no maturity more than 270 
days after the date of issue and will not be repayable 
prior to maturity. The commercial paper will be sold 
directly to Lehman Commercial Paper, Incorporated, 
at the discount rate per annum prevailing at the date 
of issuance for commercial paper of comparable 
quality and of the particular maturity, sold by public 
utility issuers thereof to commercial paper dealers. No 
commercial paper shall be issued having a maturity of 
more than 90 days at an effective interest cost to 











} Or: from banks in an amount at least equal to the 


Connecticut Yankee in excess of the effective bank 
interest rate at which Connecticut Yankee could obtain 


principal amount of such commercial paper. No 
commission or fee will be payable in connection with 
the issuance and sale of the commercial paper. The 
purchasing dealer, as principal, will reoffer the 
commercial paper to institutional investors at a dis- 
count of not more than 1/8 of 1% per annum less than 
the prevailing discount rate to Connecticut Yankee in 
such manner as not to constitute a public offering. 


The commercial paper will be reoffered to not more 
than 200 identified and designated customers in a non- 
public list prepared for Connecticut Yankee in advance 
by the purchasing dealer. No additions will be made to 
this customer list which includes commercial banks, 
insurance companies, corporate pension funds, invest- 
ment trusts, foundations, colleges and universities, 
municipal and state benefit funds, eleemosynary insti- 
tutions, finance companies and non-financial corpo- 
rations purchasing such paper for the purpose of in- 
vesting their funds on a short-term basis. It is anti- 
cipated that the commercial paper will be held by cus- 
tomers to maturity, but if such customers desire to 
resell prior to maturity, the purchasing dealer, 
pursuant to a verbal repurchase agreement, will re- 
purchase the commercial paper and reoffer the same 
to others in the group of 200 customers. 


The funds to be derived from the issuance and sale of 
bank notes and commercial paper will be applied by 
Connecticut Yankee (i) to repay $5,500,000 of com- 
mercial paper presently outstanding pursuant to order 
of the Commission (HCAR No. 19407), (ii) to provide 
funds for construction, and (iii) to provide a portion of 
the funds required for the purchase of additional 
nuclear fuel through June 30, 1978. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$2,500. It is stated that no state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


It is stated that the sale of the bank notes is excepted 
from the competitive bidding requirements of Rule 50 
by reason of paragraph (a)(2) thereunder since no 
finder’s fee or other fee, commission or renumeration 
is to be paid to any third person for negotiating the 
issuance and sale of such notes. Connecticut Yankee 
requests that the proposed issuance and sale of 
commercial paper be excepted from the competitive 
bidding requirements of Rule 50 pursuant to para- 
graph (a)(5)(B) thereof on the ground that it is not 
practicable to invite competitive bids for commercial 
paper and that current rates for commercial paper of 
prime borrowers such as Connecticut Yankee are 
published daily in financial publications. Connecticut 


Yankee further requests that the time during which 
certificates of notification may be filed pursuant to 
Rule 24 be extended to allow for filing on a quarterly 
basis. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 1, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may re- 
quest that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such re- 
quest should be served personally or by mail upon the 
applicants-declarants at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. 
At any time after said date, the application-declaration, 
as filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant ex- 
emption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20067/June 7, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5832/June 7, 1977 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 20068/ June 8, 1977 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 44702 
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(70-5995) 


ORDER AUTHORIZING AGREEMENT WITH MU- 
NICIPAL AUTHORITY FOR CONSTRUCTION OF 
POLLUTION CONTROL EQUIPMENT FINANCED BY 
SALE OF REVENUE BONDS 


Ohio Power Company (‘‘Ohio Power’’), an electric util- 
ity subsidiary of American Electric Power Company, 
Inc., a registered holding company, has filed an 
application-declaration, and an amendment thereto, 
with this Commission pursuant to Sections 9(a) and 
12(d) of the Public Utility Holding Company Act of 
1935 (‘‘Act’’) and Rule 44(b)(3) promulgated 
thereunder regarding the following proposed trans- 
actions. 


Ohio Power states that in order to comply with pre- 
scribed environmental quality control standards of the 
State of West Virginia it has been and will be nec- 
essary to construct certain high efficiency electrostatic 
precipitators for particulate emission control and 
related facilities (the ‘‘Project’’) to be installed on 
Units 2,4, and 5 at its Phillip Sporn Generating 
Station. It is estimated that the Project will cost ap- 
proximately $80,000,000, of which at April 30, 1977, 
approximately $24,000,000 had been expended. By 
resolutions adopted on March 11, 1975 and October 
13, 1976, Mason County, West Virginia (‘‘County’’) 
determined that it would authorize and issue one or 
more series of its pollution control revenue bonds 
(‘Revenue Bonds’’) in a maximum amount of 
$80,000,000 to finance the acquisition, construction 
and installation of the Project. 


Ohio Power proposes to enter into an agreement of 
sale (‘‘Agreement’’) with the County whereby the 
County will construct and install the facilities com- 
prising the Project. To finance the Project, the County 
will issue Revenue Bonds in an initial principal amount 
of $50,000,000 (‘‘Series A Bonds’’) and additional 
Revenue Bonds in principal amounts presently esti- 
mated not to exceed $30,000,000, sufficient to cover 
construction cost of the Project. The proceeds from the 
sale of the Series A Bonds will be deposited by the 
County with The Charleston National Bank (Charles- 
ton, West Virginia), as trustee (‘‘Trustee’’) under an 
indenture to be entered into between the County and 
the Trustee (the ‘‘Indenture’’) pursuant to which the 
Series A Bonds are to be issued and secured. Ohio 
Power indicates that the entire net proceeds will be 
used to pay, or reimburse Ohio Power for, previous 
expenditures and the cost of construction of the Pro- 
ject during the balance of the calendar year 1977. Ohio 
Power expects that approximately $48,865,000 of the 
proceeds of the Series A Bonds will be deposited in 
the construction fund pursuant to the Agreement. The 
Agreement will also provide for the sale of the Project 
to Ohio Power, the payment by Ohio Power of the pur- 
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chase price in semi-annual installments over a term of 
years, and the assignment and pledge to the Trustee 
of the County’s interest in, and of the monies 
receivable by the County under, the Agreement. 


The Agreement will provide that each installment of 
the purchase price for the Project payable by Ohio 
Power will be in such an amount (together with other 
monies held by the Trustee under the Indenture for 
that purpose) as will enable the County to pay, when 
due, (i) the interest on the Series A Bonds, any ad- 
ditional bonds and any refunding bonds, (ii) the prin- 
cipal amount of the Series A Bonds, any additional 
bonds and any refunding bonds payable at the time of 
their respective stated maturities and (iii) amounts, in- 
cluding any accrued interest, payable in connection 
with any mandatory redemption of the Series A Bonds, 
any additional bonds or any refunding bonds. The 
Agreement will also obligate Ohio Power to pay 
the fees and charges of the Trustee, as well as certain 
administrative expenses of the County. The 
Agreement will further provide that Ohio Power may 
prepay the purchase price of the Project in whole (i) 
upon the occurence of certain events by paying 
amounts sufficient to redeem all Revenue Bonds then 
outstanding, the fees and expenses of the Trustee, and 
all other amounts payable under the Indenture, or (ii) 
at any time by depositing monies in the Bond Fund (as 
defined in the Indenture) or delivering to the Trustee 
governmental obligations sufficient in either case to 
provide for the release of the Indenture in accordance 
with its terms. Upon prepayment of the entire pur- 
chase price of the Project, Ohio Power may terminate 
the Agreement. Ohio Power may also prepay the pur- 
chase price in part, such payments to be paid to the 
Trustee for deposit in the Bond Fund, credited against 
the purchase price, and used for the redemption of 
outstanding Revenue Bonds in the manner and to the 
extent the outstanding Revenue Bonds are redeemable 
or subject to purchase as provided in the Indenture. 


Ohio Power proposes to convey the electrostatic pre- 
cipitators and related equipment, to the extent they 
have already been constructed and are then in place at 
the plant site (‘‘Existing Facilities’’), subject to its 
First Mortgage Lien, to the County. The Existing Fa- 
cilities will thereupon become a part of the Project. 
Ohio Power will receive from the proceeds from the 
sale of the Series A Bonds an amount equal to Ohio 
Power’s original cost of the Existing Facilities. The 
proceeds so received will be added by Ohio Power to 
its general corporate funds and will be used to prepay 
unsecured short-term debt, and for construction. 


It is contemplated that the Series A Bonds will be sold 
by the County pursuant to arrangements with a group 
of underwriters represented by Goldman, Sachs & Co. 
The series A Bonds will bear interest at:the rate of 7% 








per annum and will be sold to the underwriters at an 
aggregate discount of 2.3% of their principal amount. 


Although Ohio Power will not be a party to the under- 
writing arrangements for the Series A Bonds, Ohio 
Power will not enter into the Agreement unless the 
terms of the Series A Bonds and their sale by the 
County are satisfactory to it. 


The Series A Bonds will be dated on or about the first 
day of the month in which they are issued, will bear 
interest semi-annually and will mature on June 1, 
2007. The Series A Bonds will not be redeemable at 
the option of the County within 10 years from their is- 
sue date except under certain circumstances. Series A 
Bonds will be subject to mandatory redemption under 
the circumstances and terms specified in the 
Indenture. 


A statement of the fees and expenses to be incurred, 
directly or indirectly, in connection with the proposed 
transactions will be filed by post-effective amendment. 
The Public Utility Commission of Ohio has authorized 
the proposed transactions and no other state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


q ov notice of the filing of said application-declaration 


has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 19963), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is ap- 
propriate in the public interest and in the interest of 
investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act and subject further to the re- 
servation of jurisdiction ordered below. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the fees and 
expenses to be incurred in connection with the pro- 
posed transactions and with respect to the terms of the 
sale of the Project as those terms are affected by the 
issue and sale of additional Revenue Bonds under the 
Agreement. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20069/ June 9, 1977 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174. 


(70-6021) 


NOTICE OF PROPOSAL BY SUBSIDIARY COMPANY 
TO ISSUE AND SELL COMMON STOCK TO ITS 
PARENT HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Middle South Util- 
ities, Inc. (‘‘Middle South’’), a registered holding 
company, and a wholly-owned subsidiary company, 
Louisiana Power & Light Company (‘‘Louisiana’’), 
have filed an application-declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) designating Sections 
6(a), 7, 9(a), 10, and 12 (f) and Rule 43 promulgated 
thereunder as applicable to the proposed transaction. 
All interested persons are referred to the application- 
declaration, which is summarized below, for a 
complete statement of the proposed transaction. 


Louisiana proposes to issue and sell to Middle South, 
and Middle South proposes to purchase 4,700,000 
additional shares of its presently authorized but 
unissued common stock, no par value (‘‘Common 
Stock’) for an aggregate cash purchase price of 
$30,000,000. Louisiana proposes to apply the proceeds 
of such sale to the payment of short-term borrowings 
then outstanding for the partial financing of 
Louisiana’s construction program having estimated 
expenditures of $198,000,000 in 1977, and for other 
corporate purposes. 


Middle South proposes to borrow the funds required to 
acquire the Common Stock pursuant to a revolving 
credit agreement with a group of banks headed by 
Manufacturers Hanover Trust Company which pro- 
vides for borrowings to be evidenced by Louisiana’s 
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unsecured short-term promissory notes. All interested 
persons are referred to Middle South’s Declartion in 
File No. 70-6010 for a complete statement of the 
transactions. 


No fees and expenses are anticipated in connection 
with the proposed transactions except for the filing fee 
paid to this Commission and for legal fees of 
Louisiana’s counsel which are expected not to exceed 
$1,000. It is stated that no State commission and no 
Federal commission other than this Commission has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 3, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the applicants-declarants at the above stated ad- 
dresses, and proof of service (by affidavit or, in case of 
an attorney at law, by certificate) should be filed with 
the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices or orders issued in 
this matter, including the date of the hearing (if 
ordered), and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9799/June 3, 1977 


[File No S7-701 Comment period expires 7-18-77] 


CERTAIN PERSIONS NOT DEEMED 
PERSONS 


INTERESTED 
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AGENCY: Securities and Exchange Commission. 
ACTION: Proposed Rule. 


SUMMARY: The Securities and Exchange Com- * 
mission has under consideration a proposal to adopt a 
rule to exempt certain persons from being deemed in- 
terested persons under the Investment Company Act 
of 1940. This exemption would apply under specified 
circumstances to a broker or dealer, or any affiliated 
person of such broker or dealer, who would otherwise 
be deemed an interested person of an investment 
company, or of an investment company’s investment 
adviser or principal underwriter. It would obviate the 
need for exemptive applications under circumstances 
in which the Commission has granted a number of 
orders. 


DATES: Comments must be received by July 18, 1977. 


ADDRESS: Send comments to the Secretary, 
Securities and Exchange Commission, 500 North 
Capitol Street, N.W., Washington, D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: 


Mark B. Goldfus, Attorney, Division of Investment 
Management, Securities and Exchange Commission, 
Washington, D.C. 20549 (202-755-0225). 


SUPPLEMENTARY INFORMATION: A broker or a 
dealer who is registered under the Securities Exchange 
Act of 1934 [15 U.S.C. 78a et seq.] (“Exchange Act”) or 
any affiliated person of such broker or dealer, as 
described by subparagraphs (A)(v) and (B)(v) of 
Section 2(a)(19) of the Investment Company Act of 
1940 [15 U.S.C. 80a-2(a)(19) et seq.] (“Act”), is deemed 
an interested person of an investment company and of 
any investment adviser of or principal underwriter for 
any investment company.' The term “interested 





'Section 2(a)(19) of the Act in part states that the term 
interested person of another person means— 
investment 


(A) when used with to an 


company — 


respect 


(iii) any interested person of any investment adviser 
of or principal underwriter for such company 


* * * 


(v) any broker or dealer registered under the 
Securities Exchange’ Act of 1934 or any affiliated 
person of such a broker or dealer 


* * * 








person” was added to the Act by the Investment 

Company Amendments Act of 1970.2 Congress 

recognized the broad scope of that concept, and it 

- delegated to the Commission the administration of 
Section 2(a)(19). As stated in the House Report that 
accompanied that legislation: 





The committee believes that the Commission has 
adequate exemptive authority under Section 6(c) of the 
Act to administer these amendments in a flexible 
manner. For example, all broker-dealers and legal 
counsel for an investment company would be defined 
as interested persons, but the Commission could 
exempt any such person upon an appropriate showing 
that he, in fact, is in a position to act independently on 
behalf of the investment company and its shareholders 
in dealing with the company’s investment adviser or 
principal underwriter.* 


Accordingly, pursuant to Section 6(c) of the Act, the 
Commission has granted numerous orders exempting 
persons from the status of interested person upon its 
determining that the statutory standards for such 
exemption has been satisfied.4 To a large degree, 


these orders have concerned a person who would 
otherwise be deemed an interested person of an 
investment company, or of an investment company’s 
investment adviser or principal underwriter, solely 
because he is a broker or dealer registered under the 
Exchange Act, or an affiliated person of such a broker 
or dealer, which does not directly or indirectly act as a 
broker or dealer except in distributing shares of one or 
more registered investment companies other than such 
investment company.® Moreover, the investment 
company has agreed not to engage in any securities 
transactions with or through such broker or dealer 
while that person is its director.® Under these circum- 
stances, the Comimission has determined that such 
persqn’s capacity as a registered broker or dealer or 
affiliated person thereof would not materially affect his 
independence in dealing with the investment 
company’s adviser or principal underwriter. 


In administering the Act, the Commission has not 
found that the granting of these exemptive orders 
under such circumstances has impaired the protections 
afforded by those provisions of the Act incorporating 
the concept of interested person.’ Although the 





(B) when used with respect to an investment adviser 


of or principal underwriter for any investment 
) & company— 
(v) any broker or dealer registered under the 


Securities Exchange Act of 1934 or any affiliated 
person of such a broker or dealer 


* * * 


A registered broker or registered dealer or affiliated 
person thereof is an intereseted person of an 
investment adviser of or principal underwriter for any 
investment company under subparagraph (B)(v). Such 
person is an interested person of an investment 
company under subparagraph (A)(v) and, by virtue of 
his status as an interested person of an investment 
adviser of or principal underwriter for an investment 
company, under subparagraph (A)(iii). 


2P.L. 91-547, Sec. 2(a)(3), 84 Stat. 1413 (1970). 


3H.R. Rep. No. 1382, 91st Cong., 2d Sess. 15 (1970). 
4Section 6(c) of the Act [15 U.S.C. 80a-6(c)] states: 


The Commission, by rules and regulations upon its 
own motion, or by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 


persons, securities, or transactions, from any provision 
or provisions of [the Act] or of any rule or regulation 
thereunder, if and to the extent that such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of [the Act]. 


STypically, such person is an affiliated person of an 
insurance company or member of a mutual fund 
complex that is registered as a broker-dealer or which 
has a subsidiary so registered to distribute its variable 
annuity contracts, variable life insurance contracts or 
mutual fund shares. 


6E.g., Trinwall Cash Reserve, Inc., Rel. 1.C.A. 9393 
(August 11, 1976) and Group Securities, Inc., Rel. 
1.C.A. 7765 (April 11, 1973). 


7Reference is made to the status of interested person 
of another person in the following sections of the 
Act: Section 10(a), regarding the composition of an 
investment company’s board of directors; Section 
10(b), in part prohibiting the use of certain principal 
underwriters except under specific circumstances; 
Section 10(d), regarding the composition of an 
investment company’s board of directors under 
specific circumstances; Section 15(c), regarding 
approval of investment advisory contracts or 
agreements; Section 15(f), regarding conditions for 
receipt of benefit by certain persons in assigning an 
investment advisory contract or in changing control or 
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Commission has granted orders to exempt persons 
from the status of interested person in instances other 
than those to which proposed Rule 2a-5 is directed, the 
Rule would be a feasible method for obviating the 
need for a_ significant number of applications. 
Requests for exemptive orders when a person could 
not rely on proposed Rule 2a-5 would be considered on 
an application-by-application basis. 


Accordingly, the Commission presently proposes to 
adopt Rule 2a-5 under the Act to exempt from the 
status of interested person of an investment company, 
and of any investment adviser of or any principal 
underwriter for such investment company, certain 
persons and affiliated persons of such persons, who 
act as a broker or a dealer solely in distributing shares 
of one or more registered investment companies other 
than such investment company when no such shares 
are distributed to such investment company. Thus, the 
Rule would not apply to any interested person of an 
investment company, its investment adviser or its 
principal underwriter, if the investment company 
purchases shares being distributed by that person’s 
affiliated broker-dealer. 


The Commission proposes to amend Part 270, Chapter 
ll of Title 17 of the Code of Federal Regulations, 
pursuant to Section 6(c) of the Act,°® as follows: 


§270.2a-5 Certain persons not deemed 
persons. 


interested 


A person shall not be deemed an interested person of 
another person, as defined by Section 2(a)(19), with 
respect to an investment company, or any investment 
adviser of or any principal underwriter for such 
investment company, solely because such person is a 
broker or dealer, as described in subparagraphs (A)(v) 
and (B)(v) of Section 2(a)(19), or an affiliated person of 
such a broker or dealer: Provided, that (a) such 
broker or dealer does not directly or indirectly act as a 
broker or dealer except in distributing shares of one or 
more registered investment companies other than such 
investment company; and (b) no such shares are 
distributed to such investment company. 


All persons who are interested in this matter are 
invited to submit their views and comments on the 





identity of a corporate trustee; Section 16(b), 
regarding changes in the boards of directors in 
connection with compliance with Section 15(f)(1)(A); 
and Section 32, regarding selection of an accountant. 
(15 U.S.C. 80a-10(a), 80a-10(b), 80a-10(d), 80a-15(c), 
80a-15(f), 80a-16(b), 80a-15(f)(1)(A), 80a-31]. 


8Supra, n. 4. 
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proposed rule in triplicate to George A. Fitzsimmons, 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549, on or before July 18, 1977, 
All such communications should refer to File No. 
$7-701 and will be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9800/ June 3, 1977 


In the Matter of 


E.I. du PONT de NEMOURS and COMPANY 
1007 Market Street 
Wilmington, Delaware 19898 


(812-4108) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 17(a) OF 
THE ACT. 


E.!. du Pont de Nemours and Company (‘‘Applicant’’), 
a Delaware corporation, filed an application on March 
18, 1977, pursuant to Section 17(b) of the Investment 
Company Act of 1940 (the ‘‘Act’’), for an order 
exempting from the provisions of Section 17(a) of the 
Act a proposed transaction involving (1) the purchase 
from Applicant by Dana Electronics, Inc. (‘‘Dana’’), a 
California corporation, of 727,500 shares of common 
stock of Dana, representing Applicant’s entire equity 
ownership in Dana, for $2,182,500 in cash, and (2) the 
prepayment by Dana of certain promissory notes held 
by Applicant. 


On May 5, 1977, a notice was issued (Investment 
Company Act Release No. 9754) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found, on the 
basis of the information stated in the application, that 
the terms of the proposed transaction are reasonable 
and fair and do not involve overreaching on the part of 
any person concerned, and that the proposed 
transaction is consistent with the policies of Christiana 
Securities Company, a registered, ,closed-end, 











management investment company owning approxi- 
mately 27.8% of the outstanding common stock of 
Applicant, and with the general purposes of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed transaction, consisting of (1) the 
proposed purchase from Applicant by Dana of the 
latter’s common stock, and (2) the proposed 
prepayment by Dana of its promissory notes, be, and 
hereby is, exempted from the provisions of Section 
17(a) of the Act. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9801/June 6, 1977 


In the Matter of 


TDP&L INVESTMENT ACCOUNT ‘‘A’’, INC. 
28 State Street 
Boston, Massachusetts 02109 


(812-3432) 


NOTICE- OF FILING OF APPLICATION FOR 
AMENDMENT TO ORDER PURSUANT TO SECTION 
6(c) OF THE ACT GRANTING AN EXEMPTION 
FROM THE PROVISIONS OF SECTION 2(a)(19) OF 
THE ACT 


NOTICE IS HEREBY GIVEN that TDP&L Investment 
Account ‘‘A’’, Inc. (‘‘Applicant’’), a diversified, 
open-end investment company registered under the 
Investment Company Act of 1940 (‘‘Act’’), filed an 
application on August 9, 1976 and amendments 
thereto on March 22 and May 27, 1977, pursuant to 
Section 6(c) of the Act for an amendment to an order 
of the Commission dated August 7, 1973 (Investment 
Company Act Release No. 7928) pursuant to Section 
6(c) of the Act which declared that Henry R. Guild, Jr. 
(‘‘Guild’’) should not be deemed an ‘“‘interested 
person’’ of Applicant or any of its then current 
investment advisers within the meaning of Section 
2(a)(19) of the Act solely by reason of his then status 
as a director of Trusteed Funds, Inc. (‘‘Old 
Trusteed’’), a broker-dealer registered under the 
Securities Exchange Act of 1934. Applicant seeks an 


amendment to the earlier order so as to continue in 
effect the exemption from Secion 2(a)(19) solely with 
respect to Guild’s present status as a director of 
Trusteed Funds, Inc. (‘‘Trusteed’’), the successor to 
Old Trusteed. All interested persons are referred to 
the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Guild’s principal occupation is the practice of law as a 
partner in the law firm of Herrick & Smith in Boston, 
Massachusetts. Guild has served as a director of 
Applicant since his appointment to that position at a 
meeting of Applicant’s Board of Directors on March 
27, 1973. He is also a member of the Board of 
Directors of Trusteed as a result of a voting trust 
arrangement more fully described below. 


Trusteed is (and Old Trusteed was) among other 
things principal underwriter for and sponsor of 
Commonwealth Fund Indenture of Trust Plans A and 
B and Commonwealth Fund Indenture of Trust Plan C 
(collectively, the ‘‘Commonwealth Funds’’), both of 
which are diversified, open-end investment companies 
of the management type. The Commonwealth Funds 
were established in 1938 before the adoption of the 
Act, and are, in essence, a series of discrete individual 
trusts with a common trustee and parallel Indentures 
of Trust which provide for the delegation of certain 
powers to Trusteed. Among the powers so delegated 
to Trusteed are various administrative service 
functions, the principal underwriting function, and the 
right to designate the Commonwealth Funds’ 
investment adviser. 


The Commonwealth Funds themselves have neither a 
Board of Directors nor a Board of Trustees which 
would perform similar functions. These functions have 
historically been performed by the directors of 
Trusteed. Since Trusteed is a wholly-owned subsidiary 
of Gardner, Preston Moss, Inc., the investment 
adviser to the Commonwealth Funds, which would 
otherwise have the power to elect all of the directors of 
Trusteed, a voting trust has been established whereby 
two independent voting trustees vote for the election 
of directors to provide disinterested members of the 
Board of Trusteed to represent the interests of 
shareholders of the Commonwealth Funds and to take 
responsibility for the annual approval or rejection of 
the investment advisory agreement required by 
Section 15(c) of the Act. The election of Guild as a 
disinterested director of Trusteed has been pursuant 
to this voting trust arrangement. 


On September 17, 1975 the assets and operations of 
Old Trusteed were acquired by Trusteed and all of the 
responsibility for the functions presently carried on by 
Trusteed were transferred to Trusteed from Old 
Trusteed. The voting trust which had existed with 
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respect to Old Trusteed was re-executed with the same 
voting trustees for Trusteed, and the same slate of 
disinterested directors, including Guild, was elected to 
the Board of Directors of Trusteed simultaneously with 
the consummation of the acquisition. Trusteed 
(formerly Preston Moss & Company, Inc.), now 
performs certain other brokerage functions in addition 
to its activities as principal underwriter and sponsor of 
the Commonwealth Funds. It conducts a small retail 
brokerage business in Manchester, New Hampshire 
and also executes transactions for investment advisory 
clients for which its parent company acts as 
investment adviser with discretion. The public retail 
brokerage business accounts for less than 20% of 
Trustee’s gross income. Trusteed is a member firm of 
the Boston Stock Exchange, but it is not a member of 
any other exchange and does not act as market maker 
in any securities. 


Pursuant to a management contract, Thorndike, 
Doran, Paine & Lewis, Inc. (“Thorndike”) managers 
Applicant’s investments and administers its affairs 
subject to the supervision of Applicant’s Board of 
Directors. Thorndike is a wholly-owned subsidiary of 
Wellington Management Company (‘‘Wellington’’). 
Thorndike and Wellington are each ‘‘investment 
advisers’’ of Applicant as that term is defined in 
Section 2(a)(20) of the Act. 


Applicant sells its own shares, currently restricting 
sales to those clients of Thorndike who are exempted 
from Federal income taxation by Section 501 of the 
Internal Revenue Code. Applicant would not normally 
use Trusteed to sell its shares, nor would it consider 
units of the Commonwealth Funds as appropriate 
investments. Furthermmore, Applicant undertakes 
that it will not Knowingly purchase any securities from 
or through, or sell any securities to or through, 
Trusteed so long as Guild is a director of Applicant. 


Section 2(a)(19) of the Act, as here pertinent, defines 
an ‘‘interested person’’ of an investment company, or 
of any investment adviser thereof, to include any 
broker or dealer registered under the Securities 
Exchange Act of 1934, or any affiliated person of such 
a broker or dealer. The definition of an ‘‘affiliated 
person’’ of another person contained in Section 2(a)(3) 
of the Act includes any director of such person. 
Consequently, Guild, as an affiliated person of a 
registered broker-dealer, may be deemed to be an 
interested person of Applicant, and of its investment 
advisers. 


Section 6(c) of the Act provides, in part, that the 
Commission may, upon application, conditionally or 
unconditionaly exempt any person from any provisions 
of the Act to the extent that such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and with the 
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purposes fairly intended by the policy and provisions 
of the Act. 


The Commission’s order of August 7, 1973 exempted) 


Guild from the definition of interested person so he 
could serve as a director of Applicant. Applicant 
contends that the succession of Trusteed to the 
business of Old Trusteed should not affect this result. 
Applicant asserts that Guild has no beneficial interest 
in Trusteed or its operations, and his responsibility as 
one of the majority of ‘‘unaffiliated’’ directors of 
Trusteed is the same as it was with repsect to Old 
Trusteed, j.e., to perform the functions which would be 
required of disinterested directors or trustees of 
the Commonwealth Funds if such position existed. 


Applicant further asserts that although the brokerage 
activities of Trusteed exceed in scope those of Old 
Trusteed, Guild should not, by reason of that fact, be 
deemed an interested person of Applicant because his 
affiliation with Trusteed does not affect or impair his 
independence in acting on behalf of Applicant and its 
shareholders, and his concern and responsibilities as a 
disinterested director to the holders of the 
Commonwealth Funds are parallel to his responsibili- 
ties to the Applicant and its shareholders. Moreover, 
Applicant believes that its commitment not to 
knowingly purchase any securities from or through, or 
sell any securities through or to Trusteed so long as 
Guild is a director of Applicant, will not cause it to lose 


the benefit of any investment opportunities. Applicant 


contends, therefore, that the requested amendment is 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 27, 1977, at 5:30 p.m. 
submit to the Commission in writing a request for 
a hearing on the matter accompanied by a statement 
as to the nature of his interest, the reason for such 
request, and the issues, if any, of fact of law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant(s) at the address(es) stated above. Proof of 
such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the application will be 
issued as of course following said date unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 








this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 





r the Commission, by the Division of Investment 


fo) 
; Grienecement pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 9802/June 6, 1977 


In the Matter of 


AMERICAN GENERAL MUNICIPAL BOND FUND 
P. O. Box 3121 
Houston, Texas 77001 


(811-2666) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT THE LIMITED PARTNERSHIP 
HAS CEASED TO BE AN INVESTMENT COMPANY. 


, or IS HEREBY GIVEN THAT Carl Frischling, 


acting in the capacity of a Managing General Partner 
and General Counsel on behalf of American General 
Municipal Bond Fund (‘‘Applicant’’), registered under 
the Investment Company Act of 1940 (‘‘Act’’) as a 
diversified, open-end management investment com- 
pany, filed an application on April 7, 1977, and 
amendments thereto on May 6 and May 26, 1977, 
pursuant to Section 8(f) of the Act, for an order of the 
Commission declaring that the Applicant has ceased to 
be an investment company as that term is defined in 
the Act. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


The Applicant, a Limited Partnership organized under 
the Uniform Limited Partnership Act of California, 
registered under the Act on August 20, 1976. The 
Applicant states that it filed a Registration Statement 
on Form S-5 under the Securities Act of 1933 (File No. 
2-57039) on August 20, 1976. This Registration 
Statement was filed based upon the intention of the 
Applicant to operate under the Act as a Limited 
Partnership so that persons desiring income exempt 
from Federal income tax could achieve that objective 
by purchasing Limited Partnership interests in the 
Applicant. 


Upon passage of the Tax Reform Act of 1976, which 
permits investment companies organized as corpora- 
tions to invest in tax-exempt municipal bonds and pass 
through to their shareholders the tax exemption on the 
interest earned, the Managing General Partners of the 
Applicant decided not to offer Limited Partnership 
interests to the public. Therefore, the Applicant took 
action to withdraw its 1933 Act Registration 
Statement, pursuant to Rule 477 promulgated under 
the 1933 Act. An order withdrawing this 1933 Act 
Registration Statement was entered on November 15, 
1976. The Applicant states that it has never made a 
public offering of securities; and that it is currently 
inactive, has never been active, and has no assets, 
known liabilities or pending claims. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission, on its own motion or upon 
application, finds that a registered investment 
company has ceased to be an investment company, it 
shall so declare by order, and upon the taking effect of 
such order, the registration of such company shall 
cease to be in effect. 


NOTICE IF FURTHER GIVEN, that any interested 
person may, not later than June 30, 1977, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon the 
Applicant at the address stated above. Proof of such 
service (by affidavit, or in the case of an attorney- 
at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9803/June 6, 1977 


In the Matter of 


LA SALLE FUND, INC. 
One IBM Plaza 
Chicago, Illinois 60611 


(811-2093) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that La Salle Fund, Inc. 
(‘‘Applicant’’), a diversified, open-end management 
company registered under the Investment Company 
Act of 1940 (‘‘Act’’), filed an application on May 5, 
1977, pursuant to Section 8(f) of the Act, for an order 
of the Commission declaring that Applicant has ceased 
to be an investment company as defined in the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations set forth therein, which are 
summarized below. 


Applicant, organized under the laws of Maryland, 
registered under the Act by filing a Form N-8A 
Notification of Registration on April 7, 1971. 


On February 7, 1977, the Board of Directors of 
Applicant adopted a resolution approving an 
agreement involving the transfer of substantially all of 
Applicant’s net assets to The Acorn Fund, Inc. 
(‘‘Acorn’’), a Delaware corporation registered under 
the Act as a diversified open-end management 
company, in consideration of the issuance to Applicant 
of a quantity of Acorn’s shares of equivalent value, 
and further providing for the distribution of the Acorn 
shares so received to Applicant’s stockholders and for 
the dissolution of Applicant. 


On March 15, 1977, Applicant’s stockholders approved 
the exchange agreement by the vote of two-thirds of 
all outstanding shares entitled to vote. On March 17, 
1977 the exchange was consummated, and Applicant 
directed Acorn to issue ihe Acorn shares so received to 
Applicant’s stockholders. Applicant has filed with the 
State of Maryland appropriate Articles of Dissolution. 


Section 8(f) of the Aci provides, in pertinent part, that 
when the Commissic.:, upon application, finds that a 
registered investment company, has ceased to be an 
investment company, it shall so declare by order, and 
upon the effectiveness of such order, the registration 
of such company shall cease to be in effect. 
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NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 1, 1977, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement a 

to the nature of his interest, the reason for ul 
request, and the issues, if any, of fact or law propose 

to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9804/ June 6, 1977 


In the Matter of 


LANDMARK GROWTH FUND, INC. 
2100 Republic Bank Tower 
Dallas, Texas 75201 


(811-660) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Landmark Growth 
Fund, Inc. (‘‘Applicant’’), an open-end diversified 
management company, registered under the Invest- 
ment Company Act of 1940 (‘‘Act’’), filed a 
application on March 31, 1977, and an amendme 








thereto on May 16, 1977, pursuant to Section 8(f) of 


pplicant has ceased to be an investment company as 


the Act, for an order of the Commission declaring that 
e 


efined in the Act. All interested persons are referred 
to the application on file with the Commission for .a 
statement of the representations set forth therein, 
which are summarized below. 


Applicant, a Delaware corporation, registered under 
the Act by filing a Form N-8A Notification of 
Registration on November 19, 1954. 


Applicant represents that on February 28, 1977, 
pursuant to a Plan and Agreement of Reorganization 
adopted by the stockholders of Applicant on February 
24, 1977, substantially all of the net assets of 
Applicant were transferred to Charter Fund, Inc., 
(‘‘Charter’’) a Texas corporation registered under the 
Act as an open-end, diversified management 
company, in exchange for shares of common stock of 
Charter. All of Landmark’s former stockholders have 
become stockholders of Charter. Finally, the 
application states that a certificate of dissolution has 
been prepared for filing with the State of Delaware 
and that such certificate will be filed upon the issuance 
of the order requested in this matter. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a 


Q vestien investment company has ceased to be an 


nvestment company, it shall so declare by order, and 
upon the effectiveness of such order, the registration 
of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 1, 1977, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 9805/ June 6, 1977 


In the Matter of 


MIDWEST SECURITIES INVESTMENT, INC. 
702 Harries Building 
Dayton, Ohio 45402 


(811-908) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Midwest Securities 
Investment, Inc. (‘‘Fund’’ or ‘‘Applicant’’), registered 
under the Investment Company Act of 1940 (‘‘Act’’) as 
a closed-end non-diversified management investment 
company, filed an application on January 24, 1977 
pursuant to Section 8(f) of the Act for an order of the 
Commission declaring that the Fund has ceased to be 
an investment company. All interested persons are 
referred to the application on file with the Commission 
for a statement of the representations contained 
therein which are summarized below. 


Applicant was incorporated under the laws of the State 
of Delaware in 1959, and registered under the Act on 
September 30, 1959. At a special meeting held 
October 23, 1975, the stockholders of the Fund 
adopted a Plan of Complete Liquidation (the ‘‘Plan’’) 
of the Fund. The Plan required that Midwest cease the 
conduct of its business, wind up its affairs, and 
distribute all of its assets within the twelve month 
period beginning on the date of adoption of the Plan 
by stockholders. The application states that all stock 
certificates for outstanding Fund stock were 
surrendered to Applicant within the time required by 
the Plan; that all of the Fund’s assets, except those 
described below, have been distributed to its 
shareholders, and the Plan has otherwise been carried 
out as contemplated. 


Applicant states that at September 30, 1976 the Fund 
had no assets other than cash in the amount of 
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$65,161.80 which was tranferred to a liquidating trust 
with a bank to be used to pay final expenses of the 
Fund, with the balance to be distributed to the Fund’s 
stockholders, and 304,000 shares of common stock of 
The City Transit Company (‘‘City Transit’’) which was 
transferred to a bank escrow account to be held until 
the proposed liquidation and dissolution of City 
Transit has been completed and the proceeds 
distributed to shareholders. The escrow arrangement 
provides that the bank shall not engage in business as 
a stockholder of City Transit and shall vote the stock to 
prevent City Transit from entering into or engaging in 
any business or carrying on any activity other than 
that required so as to carry out the escrow purposes of 
liquidation as soon as practicable. 


On October 15, 1976, a Certificate of Dissolution of the 
Fund was filed with the Secretary of State of the State 
of Delaware and a surrender of license of the Fund 
was filed with the Secretary of State of the State of 
Ohio. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a 
registered investment company has ceased to be an 
investment company, it shall so declare by order and 
upon the taking effect of such order the registration of 
such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 1, 1977, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant(s) at the address(es) stated above. Proof of 
such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons a 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9806 / June 7, 1977 


In the Matter of 
THE TRAVELERS INSURANCE COMPANY 
and 


THE TRAVELERS FUND A FOR 
VARIABLE ANNUITIES 


and 


THE TRAVELERS FUND A-1 FOR 
VARIABLE ANNUITIES 

One Tower Square 

Hartford, Connecticut 06115 


(812-4085) a 
ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTIONS 22(e), 27(c)(1) AND 27(d) OF THE ACT 


The Travelers Insurance Company (‘‘The Travelers’’), 
The Travelers Fund A for Variable Annuities (‘‘Ac- 
count A’’), separate accounts of The Travelers re- 
gistered under the Investment Company Act of 1940 
(‘‘Act’’) as open-end diversified management invest- 
ment companies (hereinafter collectively referred to as 
‘‘Applicants’’), filed an application on January 26, 
1977 and amendments thereto on March 9 and April 
13, 1977, pursuant to Section 6(c) of the Act for an 
order exempting Applicants from the provisions of 
Sections 22(e), 27(c)(1) and 27(d) of the Act to the 
extent necessary to permit compliance by Applicants 
with certain provisions of the Education Code of the 
State of Texas. 


On April 28, 1977, the Commission issued a notice 
(Investment Company Act Release No. 9741) of the 
filing of the application. The notice gave interested 
persons an opportunity to request a hearing and stated 
that an order disposing of the application would be 
issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and 
the Commission has not ordered a hearing. 


The matter has been considered and it has been found 


the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


@" the granting of the application is appropriate in 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Sections 22(e), 27(c)(1) and 27(d) of the Act to the 
extent necessary to permit compliance with certain 
provisions of the Education Code of the State of Texas 
as it would apply to payments made on variable 
annuity contracts subsequent to the date of this order, 
be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9807 / June 7, 1977 


In the Matter of 


Q@vesrors MUTUAL, INC. 


INVESTORS STOCK FUND, INC. 

INVESTORS VARIABLE PAYMENT FUND, INC. 
INVESTORS SELECTIVE FUND, INC. 

IDS NEW DIMENSIONS FUND, INC. 

IDS PROGRESSIVE FUND, INC. 

iDS BOND FUND, INC. 

IDS CASH MANAGEMENT FUND, INC. 

IDS TAX-EXEMPT BOND FUND, INC. 

100 Roanoke Building 

Minneapolis, Minnesota 55402 


and 


INVESTORS DIVERSIFIED SERVICES, INC. 
IDS Tower 
Minneapolis, Minnesota 55402 


(812-4079) 


ORDER PURSUANT TO SECTION 11(a) OF THE ACT 
PERMITTING CERTAIN PROPOSED OFFERS OF 
EXCHANGE AND PURSUANT TO SECTION 6(c) OF 
THE ACT GRANTING EXEMPTION FROM THE 
PROVISIONS OF SECTION 22(d) OF THE ACT AND 


Tn 22d-1 THEREUNDER. 


On May 11, 1977, a notice was issued (Investment 
Company Act Release No. 9763) of an application filed 


on January 21, 1977, by Investors Mutual, Inc., 
Investors Variable Payment Fund, Inc., Investors 
Selective Fund, Inc., |DS New Dimensions Fund, Inc., 
IDS Progressive Fund, Inc., IDS Bond Fund, Inc., IDS 
Cash Management Fund, Inc., and IDS Tax-Exempt 
Bond Fund, inc. (collectively referred to as ‘‘the 
Funds’’), open-end investment companies registered 
under the Investment Company Act of 1940 (‘‘Act’’), 
and Investors Diversified Services, Inc., each Fund’s 
investment adviser and principal underwriter, for an 
order of the Commission, pursuant to Section 11(a) of 
the Act, permitting certain transfers among the Funds 
on a basis other than their net asset value per share at 
the time of transfer and, pursuant to Section 6(c) of 
the Act, exempting such transfers from the provisions 
of Section 22(d) af the Act and Rule 22d-1 thereunder. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemptions is appropri- 
ate in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 11 of the Act, 
that the proposed exchange offers be approved, and 


IT 1S FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the application for exemption from 
Section 22(d) of the Act and Rule 22d-1 thereunder, to 
the extent requested, be, and hereby is, granted 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9808/ June 7, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5832/ June 7, 1977 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9809/ June 8, 1977 


In the Matter of 


LINCOLN NATIONAL INCOME FUND, INC. 
1301 South Harrison Street 
Fort Wayne, Indiana 46801 


(811-1832) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Lincoln National Income Fund, Inc. (‘‘Applicant’’), an 
open-end, diversified, management investment com- 
pany registered under the Investment Company Act of 
1940 (the ‘‘Act’’), filed an application on December 
23, 1976, pursuant to Section 8(f) of the Act for an 
order of the Commission declaring that Applicant has 
ceased to be an investment company as defined in the 
Act. 


On May 12, 1977, a notice (Investment Company Act 
Release No. 9765) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the Applicant has ceased to be an investment company 
‘as defined in the Act. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Lincoln National 
Income Fund, Inc. shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9810/ June 8, 1977 


In the Matter of 

LINCOLN NATIONAL CAPITAL FUND, INC. 
1301 South Harrison Street 

Fort Wayne, Indiana 46801 
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(811-1831) 


ORDER PURSUANT TO SECTION 8(f) OF THE A1® 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Lincoln National Capital Fund, Inc. (‘‘Applicant’’), an 
open-end, diversified, management investment com- 
pany registered under the Investment Company Act of 
1940 (the ‘‘Act’’), filed an application on December 
23, 1976, pursuant to Section 8(f) of the Act for an 
order of the Commission declaring that Applicant has 
ceased to be an investment company as defined in the 
Act. 


On May 12, 1977, a notice (Investment Company Act 
Release No. 9766) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the Applicant has ceased to be an investment company 
as defined in the Act. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Lincoln National 
Capital Fund, Inc., shall forthwith cease to be i@ 
effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9811/June 8, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5833/June 8, 1977 
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In the Matter of 





INSURED MUNICIPALS—INCOME TRUST 
c/o Van Kampen Sauerman, Inc. 

@: South LaSalle Street 

Chicago, Illinois 60604 


(812-4116) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT- 


GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTION 22(d) OF THE ACT. 


On April 27, 1977, a notice was issued (Investment 
Company Act Release No. 9739) of an application filed 
on April 5, 1977, and an amendment thereto on April 
15, 1977, by Insured Municipals—Income Trust 
(‘Applicant’), a unit investment trust registered 
under the Investment Company Act of 1940 (‘‘Act’’), 
pursuant to Section 6(c) of the Act for an order of the 
Commission exempting Applicant from the provisions 
of Section 22(d) of the Act to the extent necessary to 
permit the investment pursuant to an automatic 
reinvestment option (‘‘ARO Plan’’) of income and 
capital gains distributions made to certificateholders of 
a predecessor series of the Applicant into units of a 
subsequent series of the Applicant (‘‘Reinvestment 
Series’’) at a reduced sales charge. 


The Applicant has agreed that in the event any 
Reinvestment Series should materially differ from the 
particular series of the Applicant into which partici- 
pants in the ARO Plan originally invested or the pre- 
ceding Reinvestment Series, the certificateholders’ 
authorization to participate in the ARO Plan will be 
voided, and, after the filing of a registration statement 
under the Securities Act of 1933 (‘'1933 Act’’) for such 
Reinvestment Series, participants will be provided 
with a prospectus meeting the requirements of Section 
10(a) of the 1933 Act for such Reinvestment Series, a 
notice of the material change, and a new Authorization 
Form. 


The notice gave interested persons an opportunity to 
“equest a hearing, and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemption is appropriate 
in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Section 22(d) of the Act, to the extent requested, 
be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Mangement, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 590/ June 7, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5832/ June 7, 1977 





LITIGATION 





Litigation Release No. 7952/June 6, 1977 


SEC v. Associated Minerals, Inc., et al., 
(E.D. Mich., S. Div., Civil Action No. 77-0986) 


Paul F. Leonard, Administrator of the Washington 
Regional Office, announced that on May 25, 1977, 
Judge John Feikens of the Federal District Court for 
the Eastern District of Michigan, Southern Division, 
entered an order preliminarily enjoining Defendants 
Associated Minerals, Inc., Walter H. Allen and Charles 
R. Allen from violations of the securities registration 
and anti-fraud provisions of the federal securities laws 
in connection with the offer and sale of securities in 
the form of fractional undivided interests in oil and/or 
gas wells or leases, or any other securities. The 
Defendants consented in open court to the injunction 
without admitting or denying the allegations contained 
in the Commission’s Complaint. 


The Court deferred ruling on the Commission’s Motion 
for an Accounting until a pre-trial conference 
scheduled for June 28, 1977. The Court ordered the 
parties to meet and discuss possible methods of 
conducting an accounting prior to the pre-trial 
conference. 


For further information, see Litigation Release No. 
7907. 
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Litigation Release No. 7953/June 6, 1977 


SEC v. FRANCIS EUGENE MOONEY, JR. 

Individually and doing business as 

BACH PLANNING COMPANY 

(EASTERN DISTRICT OF TENNESSEE, NORTHERN 
DIVISION, CIVIL ACTION NO. 3-77-191). 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
announced that on May 27, 1977 an Order was entered 
by Federal District Judge Frank A. Kaufman of the 
District of Maryland sitting at Knoxville, Tennessee, 
temporarily enjoining Francis Eugene Mooney, Jr., a 
registered broker-dealer of Knoxville doing business as 
Bach Planning Company, from violating the anti-fraud 
provisions of the Federal securities laws in the offer, 
sale or purchase of securities, the net capital rule, the 
bookkeeping, customer protection and reporting rules, 
and also from dissipating the assets or destroying the 
records relating to Bach Planning Company. 


The Court appointed Edward L. Summers, an attorney 
of Knoxville, as temporary receiver and ordered 
Mooney to show cause on or before 4:00 P.M. on June 
6, 1977 why the appointment of the receiver and the 
restraining order should not become final. 


The civil injunctive suit was filed on May 25 in the 
Federal District Court at Knoxville and alleged misre- 
presentations and omissions to state material facts, 
the misuse of customers’ funds, violation of the net 
capital, bookkeeping and customer protection rules. 





Litigation Release No. 7954/June 6, 1977 


SEC v. Valeer Industries, Inc. 
(ND 111 76 C 3753) 


William D. Goldsberry, Admistrator of the Chicago 
Regional Office announced the entry by Judge Powers 
Crowley of the U.S. District Court for the Northern 
District of Illinois, Eastern Division, on April 18, 1977 
of a Final Judgement of Permanent Injunction against 
Valeer Industries, Inc. and its president Clyde R. 
Johnson. 


The Order enjoins Valeer and Johnson from further 
violations of the registration and anti-fraud provisions 
of the Federal securities laws. The defendants 
consented to the entry of the Judgement of Permanent 
Injunction without admitting or denying the allegations 
in the Commission’s complaint. The complaint alleged 
that in the offer and sale of common stock of Valeer 
Industries, defendant Johnson made false and mis- 
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leading statements to purchasers regarding Valeer’s 
sales, sales force, and financial condition. a 4 





Litigation Release No. 7955/June 6, 1977 


SECURITIES AND EXCHANGE COMMISSION v. U.S. 
FINANCIAL, INC., et al., 

(United States District Court for the Southern District 
of California) 

(Civil Action No. 74-92-T) 


The Securities and Exchange Commission announced 
that on May 23, 1977 United States District Court Judge 
Howard Turrentine (S.D. Cal.) issued an order with 
respect to Charles D. Prutzman, Jr., a defendant in the 
above-captioned action, enjoining him permanently 
from violations of the anti-fraud, reporting, and proxy 
solicitation provisions of the federal securities laws. 


Mr. Prutzman, who was charged with engaging in a 
scheme in violation of the above-noted provisions of 
the federal securities laws while acting as U.S. 
Financial, Inc.’s special counsel in corporate and 
securities matters, consented to the order without 
admitting or denying the allegations of the Complaint. 
(See Litigation Release No. 6258, February 25, 1974). 
In doing so, Mr. Prutzman has also agreed not to 
practice before the Commission for a period of 9 é 
calendar days from the date of entry of the Judgement. 





Litigation Release No. 7956/June 7, 1977 


S.E.C. v. Forest Laboratories, Inc., et al., 

(United States District Court for the Southern District 
of New York) 

(Civil Action No. 77 Civ. 2745 (MEL)) 


The Securities and Exchange Commission (“Com- 

mission”) today announced the filing of a Complaint in 

the United States District Court for the Southern 

District of New York against Forest Laboratories, Inc. 

(“Forest”), a New York based pharmaceutical 

company, Hans Lowey (“Lowey”), formerly Chairman 

of the Board and President of Forest, lan Stewart 
(“Stewart”), a former Treasurer of Forest, Milton 

Dorison (“Dorison’”), a former President of Forest, and 

Roberto Sein (“Sein”), a manager of a Forest sub- 

sidiary in Puerto Rico. The Complaint seeks to enjoin 

the defendants from violations of the anti-fraud pro- 

visions of the Securities Act of 1933 (“Securities Act”) > 

and the anti-fraud, reporting and proxy provisions of 
the Securities Exchange Act of 1934 (“Exchange Act”) 
and seeks certain ancillary relief. 











The Commission’s Complaint alleges violations of the 


alsely inflating revenues recorded on its books and 


@: securities laws in connection with Forest’s 


records by approximately $4 million in the aggregate in 
connection with sales and purported sales by Forest to 
three of its major European customers, Pharmax, 
Limited (‘“‘Pharmax”), a subsidiary of a large British 
public company, LRC International; Wenumia Trading 
Co. of Apeldoorn Holland (“Wenumia”), a company 
wholly-owned by Lowey’s cousin, Alice Schaier; and 
Laboratoire Roger Bellon (“Bellon”), a French publicly 
held company. Such inflation of sales was 
accomplished, in part by the preparation and mainte- 
nance of two sets of invoices, one set for the customer 
and shipper which reflected the true price of the goods 
sold, and the other set. for recordation on the books 
and records of Forest, which reflected an inflated price 
for the goods sold, in some cases inflated two, three or 
more times the true price. Inflation of sales was also 
accomplished through the preparation of fictitious in- 
voices for recordation on the books and records of 
Forest in instances where no merchandise and no cor- 
responding invoice was sent to the customer. The over- 
statement of sales and accounts receivable on the 
books and records and financial statements of Forest 
was covered up by purported payments and/or credits 
by Forest for fictitious research and development work, 
purportedly involving the testing of certain drugs 
produced by Forest. These purported payments and 
credits may have been made and given to, and in fact 
served to, offset the difference on Forest’s books and 
records between the actual accounts receivable 
reflecting real sales to customers and the inflated ac- 
counts receivable recorded on the books and records of 
Forest. According to the Commission’s complaint, the 
above schemes resulted (in most years from 1963 
through 1973) in reported earnings of Forest being 
inflated to levels substantially higher than the true 
earnings of Forest for such years. 


The Complaint also alleges violations of the Federal 
securities laws in connection with Forest’s falsely 
claiming that goods actually manufactured in the 
continental United States were manufactured in Puerto 
Rico by Forest’s subsidiary and thus failed to comply 
with the terms of a tax exemption granted under the 
Industrial Incentives Act of 1963 which provided, in 
effect, that profits earned by Forest on sales of goods 
manufactured in Puerto Rico would be exempt from 
Puerto Rican income taxes. 


The Commission also announced that Forest 
consented to the entry of a Final Judgment of Perma- 
nent Injunction restraining and enjoining Forest from 
further violations of the anti-fraud provisions of the 
Securities Act and the anti-fraud, reporting, and proxy 
provisions and requirements of the Exchange Act and 
ordering certain other relief. Forest consented to the 
entry of the Final Judgment without admitting or 


denying the allegations of the Commission’s 
Complaint. 





Litigation Release No. 7957/June 7, 1977 


U.S. v. E.M. “MIKE” RIEBOLD, ET AL. 
(USDC Dist. of New Mexico, Criminal No. 74-353) 


Victor R. Ortega, U.S. Attorney for the District of New 
Mexico, and Robert H. Davenport, Administrator of the 
Denver Regional Office of the Securities and Exchange 
Commission, announced today that on May 25, 1977 
the United States Court of Appeals for the Tenth Circuit 
affirmed the convictions of E.M. “Mike” Riebold and 
Donald Morgan, both of the Albuquerque, New Mexico 
area, of violations of the anti-fraud provisions of the 
federal securities laws, misapplication of bank funds, 
wire fraud, mail fraud, interstate transportation of 
stolen property and false statements to the Securities 
and Exchange Commission made in a registration 
statement. 


For further information see Litigation Release Nos. 
6674, 6948, 6953, 6964, and 7164. 





Litigation Release No. 7958/June 7, 1977 


SEC v. INTERNATIONAL TRADE DEVELOPMENT OF 
COSTA RICA, S.A., ET AL., 
(S.D. FLA. CIVIL NO. 76-2228 Civ.-NCR) 


William D. Goldsberry, Regional Administrator of the 
Chicago Regional Office, Jule B. Greene, Regional 
Administrator of the Atlanta Regional Office, and 
William Nortman, Associate Administrator, Miami 
Branch Office of the Securities and Exchange 
Commission announced that the Honorable Norman C. 
Roettger, Jr., U.S. District Judge for the Southern 
District of Florida—Miami Division, entered Final 
Judgments of Permanent Injunction by consent 
against Robert Winston Slocum (Slocum), Donald L. 
Gordon, a/k/a Donald L. Gordon Weinberg (Gordon), 
Francis S. Casey (Casey), David W. Barrell (Barrell), 
George J. Hamberg (Hamberg), Robert J. Meiners, and 
Michael J. Meiners and a Final Judgment of Permanent 
Injunction by default against International Trade 
Development of Costa Rica, S.A. (I.T.D.). The In- 
junctions were issued in connection with the 
fraudulent sale of securities in the form of 90-day 
notes. The injunctions prohibit those defendants from 
further violations of the Federal securities laws 
(Sections 5 and 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Securities Exchange Act of 1934 
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and Rule 10b-5 thereunder). Those defendants, with 
the exception of |1.T.D., consented to the Injunction 
without admitting or denying the allegations in the 
Commission’s complaint. 


The Court further enjoined all defendants from 
destruction of |.T.D. records, and ordered that they 
account for all funds received from investors. In 
addition, Slocum and |.T.D. were ordered to disgorge 
all funds or other assets received in connection with 
the fraudulent sale of the 90-day promissory notes. 





Litigation Release No. 7959/June 7, 1977 


SEC v. INVENTIVE INDUSTRIES, INC., ET AL., 
(S.D. TEX., HOUSTON) (CA File No. H-77-742) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, and Daniel R. Kirshbaum, Assistant Regional 
Administrator of the Houston Branch Office, today 
announced that on May 25, 1977, Federal District 
Judge Robert O’Conor at Houston, Texas, entered an 
Order of Permanent Injunction by Consent against 
Inventive Industries, Inc., |*Securities, Inc., Ronald H. 
Richter and Samuel H. Simkin, and eleven general part- 
nerships including Zipcor Development Company, TRD 
Limited, I*Carb Partnership, I*Screen 1975 Partner- 
ship, I*Screen 1976 Partnership, I*Center, Ltd. Il, 
1*Med |, I*Med II, I*Med Ill, I*Med IV, and I*Med V, all 
of Houston, Texas. 


The defendants, all of whom consented to the entry of 
the Order without admitting or denying the allegations 
in the Commission’s Complaint, were enjoined from 
further violations of the securities registration and 
anti-fraud provisions of the federal securities laws. 


In addition, Judge O’Conor appointed attorney Thomas 
S. L. Lucksinger, Houston Natural Gas Building, 
Houston, as independent director for Inventive 
Industries, Inc., !*Securities, Inc., a registered broker- 
dealer, and the eleven general partnerships, Zipcor 
Development Company, TRD Limited, I*Carb Part- 
nership, I*Screen 1975 Partnership, |*Screen 1976 
Partnership, I*Center, Ltd. Il, 1*Med |, I*Med II, I*Med 
ll, 1*Med Ill, I*Med IV and !*Med V. Lucksinger was 
appointed independent director in lieu of the 
Commission’s request for the appointment of a 


temporary receiver for the corporate and partnership 
defendants. 


The Commission, in its Complaint filed in Federal 
District Court May 12, 1977, charged that the 
defendants violated the securities registration and 
anti-fraud provisions of the federal securities laws in 


808/SEC DOCKET 





connection with the offer and sale of limited part- 

nership interests in Zipcor Development Company, 

TRD Limited, !*Carb Partnership, I*Screen 1975 Pat ® ! 
nership, I*Screen 1976 Partnership, |*Center, Ltd. Il, 

1*Med |, I*Med II, I*Med Ill, 1*Med IV and I*Med V. 


The Complaint further alleged that the defendants had 
raised approximately $12,000,000 from the sale of 
these unregistered securities to investors throughout 
the United States since 1972. In addition, the 
Commission alleged that Inventive Industries, Inc. and 
the eleven general partnerships were insolvent in that 
they could not meet their obligations as they became 
due. 


For further information, see Litigation Release No. 
7926. 





Litigation Release No. 7960/June 7, 1977 


SECURITIES AND EXCHANGE COMMISSION vy. 
FALSTAFF BREWING CORPORATION, ET AL. 
(D.D.C.) Civil Action No. 77-0894 


The Securities and Exchange Commission (“Com- 
mission”) announced today that it had reached an 
agreement with Falstaff Brewing Corporation 
(“Falstaff”) whereby Falstaff would postpone rg 
annual shareholders meeting scheduled for June 7, 
1977 until such time as the District Court decides on 
the Commission’s request for a preliminary injunction 
against Falstaff and an injunction against the meeting. 
This agreement was embodied in a stipulation between 
the parties and was ordered by Judge Howard Corcoran 
of the District Court for the District of Columbia. 


The Commission filed on May 25, 1977 acivil injunctive 
action in the District Court against Falstaff and Paul 
Kalmanovitz (“Kalmanovitz”), chairman of the Falstaff 
board of directors. Two members of Falstaff’s former 
management who were named in the complaint 
consented to the entry of an injunction enjoining them 
from violations of the securities laws without admitting 
or denying the charges in the Commission’s complaint. 


In connection with the filing of the complaint, the 
Commission filed a motion for preliminary injunction 
and a motion to enjoin Falstaff from convening its 
annual shareholders meeting scheduled to be held on 
June 7 in San Francisco, California and prohibiting the 
solicitation and voting of proxies in connection there- 
with. The Commission alleges that the proxy soliciting 
material is materially false and misleading in some g, 
respects in connection with a proposed change in ing) ‘ 
dividend rights of Falstaffs preferred stock of which 
Kaimanovitz presently owns 100%. 





) 





The injunctive action charges the above-named 
defendants with violations of the anti-fraud, reporting 
nd proxy provisions of the federal securities laws. 


The Commission’s complaint alleges that the 
defendants have been involved in fraudulent conduct 
with respect to a 1975 transaction whereby 
Kalmanovitz acquired 52% of the outstanding voting 
rights of Falstaff. The proxy soliciting material failed to 
disclose that Kalmanovitz would, in fact, obtain such 
control; that one-half of his voting rights were obtained 
in consideration of an extension of credit from one of 
Falstaff’s suppliers; and that the agreement between 
Kalmanovitz and Falstaff which included provisions for 
repayment of certain of Falstaff’s outstanding long 
term debt would violate agreements with certain 
lenders which required pro rata payment among all 
such lenders. 


The complaint also alleges that Kalmanovitz filed with 
the Commission a false and misleading Schedule 13D 
with respect to his acquisition of Falstaff securities. 
Falstaff is also charged with violations of the periodic 
reporting provisions of the securities laws’ in 
connection with certain of its filings with the 
Commission from 1974 to the present. 





itigation Release No. 7961/June 7, 1977 


SECURITIES AND EXCHANGE COMMISSION vy. 
UNITED STATES LINES, INC. 

(United States District Court for the Southern District 
of New York) Civil Action No. 77-2746 


The Securities and Exchange Commission today 
announced the filing of a Complaint in the United 
States District Court for the Southern District of New 
York against United States Lines, Inc. (“USL”). 


The Commission also announced that the Court 
entered a Judgment of Permanent Injunction 
restraining and enjoining USL from further violations of 
the anti-fraud provisions and reporting provisions of 
the Securities Exchange Act of 1934. USL consented to 
the entry of the Court’s judgment and order without 
admitting or denying the allegations in the Com- 
missions Complaint. USL is primarily in the business 
of providing for hire transportation by seagoing vessels 
for the products of other companies. USL is a wholly- 
owned subsidiary of Walter Kidde & Company, a cor- 
poration with its principal place of business in Clifton, 
New Jersey. USL does not file periodic reports with the 
Commission. 


é... Commission’s Complaint alleges various viola- 


tions of the anti-fraud provisions of the federal secu- 


rities laws in connection with the making of substantial 
improper and illegal payments totalling in excess of 
$2.5 million, including illegal rebates to shippers and 
improper payments to governmental officials, false and 
fictitious entries in the corporate books and records of 
USL and the maintenance of certain funds not reflected 
in the corporate books of USL. 


The Commission’s Complaint also alleges that USL 
paid approximately $2,284,000 in illegal cash rebates to 
over 265 shippers in the North Atlantic shipping 
market. In addition, another $400,000 to $600,000 ap- 
pears to have been paid by USL to shippers in the North 
Atlantic through the use of certain other non-cash 
devices during the same period. 


The Commission’s Complaint further alleges that 
approximately $81,538 in cash withdrawals from off- 
book accounts were used for certain unexplained or 
improper purposes other than rebates. At least $46,500 
of the total amount appears to have been utilized by a 
former member of the management of USL to make 
payments to union officials and freight forwarders, 
$4,838 was spent on a used Mercedes Benz for an of- 
ficial of a foreign government who operated a govern- 
ment controlled shipping agency. In addition, a 
payment of $5,000 was made by USL, in connection 
with certain other shippers, to an official of the United 
States government in order to induce that official to en- 
gage in activities beneficial to the shipping industry. 


In addition to the entry of the Order of Permanent In- 
junction against USL, USL was also enjoined from: 1) 
using or aiding and abetting the use of corporated 
funds of USL or its subsidiaries for any unlawful re- 
bates for transportation of property to any shipper, 
shipbroker or organization or similar unlawful purpose; 
2) using or aiding and abetting the use of corporate 
funds of USL or its subsidiaries for any unlawful con- 
tributions to any candidate, political party, organ- 
ization, or any person on behalf of such candidate, 
party or organization, or similar unlawful purposes; 
and 3) making or causing to be made any materially 
fictitious entries in the books and records of USL or its 
subsidiaries or establishing, maintaining or causing to 
be established or maintained any unrecorded fund of 
corporate monies or other assets, or making or causing 
to be made any payment or disbursements thereof. 





Litigation Release No. 7962/June 8, 1977 


U.S. V. JOHN B. O’MALLEY, JR. 
(USDC, Colorado, Criminal No. 74-CR-423) 


Cathlin Donnell, Acting United States Attorney for the 
District of Colorado, and Robert H. Davenport, 
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Administrator of the Denver Regional Office of the Se- 
curities and Exchange Commission, announced that 
on April 8, 1977 the Court of Appeals for the 10th 
Circuit affirmed the conviction of John B. O’Malley, Jr. 
On February 4, 1976 Mr. O’Malley had been convicted, 
after a trial before the Court, of interstate trans- 
portation of a security with knowledge it had been 
taken by fraud. This transaction occurred in connection 
with the issuance of a note which was secured by 
certain Dore bars from which O’Malley claimed he 
could extract platinum by a secret process. Mr. 
O’Malley had been previously convicted on February 
12, 1975 of violations of federal wire fraud statutes in 
connection with similar transactions. This earlier con- 
viction had also been appealed and affirmed on 
November 3, 1976. O’Malley is presently in custody of 
federal authorities pursuant to the earlier conviction. 


For further information see Litigation Release No. 
6562. 





Litigation Release No. 7963/June 9, 1977 


SECURITIES AND EXCHANGE COMMISSION v. 
GOULD INC.et al., 

(United States District Court for the District of 
Columbia Civil Action No. 77-0981). 


The Securities and Exchange Commission announced 
that on June 9, 1977, a complaint was filed in the United 
States District Court for the District of Columbia 
seeking to enjoin Gould Inc. and William T. Yivisaker 
(Chairman and Chief Executive Officer of Gould) from 
violations of the anti-fraud and reporting and proxy 
provisions of the federal securities laws. The complaint 
also seeks to enjoin Edwin C. Parker (‘‘Parker’’) 
(Financial Vice President of Gould) from violations of 
the anti-fraud provisions of the federal securities laws. 


The Commission alleges in its complaint that Gould, 
Yivisaker and Parker have violated the anti-fraud 
provisions of the federal securities laws and that Gould 
and Yivisaker have violated the anti-fraud, reporting and 
proxy provisions of the federal securities laws, by 
among other things, failing to disclose, in periodic 
reports and proxy materials filed with the Commission, 
and elsewhere, a real estate transaction involving the 
company in which members of Gould management, 
including Ylvisaker and Parker, had a personal financial 
interest. 


The complaint also alleges that in December 1974, in 
connection with Gould’s purchase of I-T-E Imperial 
Corporation securities from a former chairman of that 
Company, Ylvisaker made an oral agreement to pay a 
per share premium to the person if, at some future 
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date, Gould merged with I-T-E Imperial Corporation. 
The complaint alleges that Gould and Yivisaker failed to 


filed pursuant to Section 13(d) Of the Securities 


disclose the agreement anywhere, including in curio 


Exchange Act of 1934. 


Gould, Yivisaker and Parker have consented to an entry 
of a Final Judgment of Permanent Injunction in the 
matter without admitting or denying the allegations 
contained in the Commission’s complaint. In addition, 
as part of its consent, Gould has undertaken, to 
designate an independent, qualified and competent 
person charged with the responsibility of determining 
compliance with Gould’s Code of Ethics by officers and 
employees and reporting his findings directly to the 
Audit Committee of the Board of Directors. 


In connection with the matter the Commission has also 
issued a report of investigation pursuant to Section 
21(a) of the Securities Exchange Act of 1934. 





Litigation Release No. 7964/June 9, 1977 


SEC v. KENNETH E. TUREAUD; POM CORPOR- 
ATION; RSA CORPORATION 
(E.D. Mich., S. Div., Civil Action No. 771307) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange 
Commission, announced that on May 26, 1977, a 
complaint was filed in Federal court at Detroit, Michigan 
seeking an injunction against POM Corporation, a 
Michigan corporation with offices in Detroit; RSA 
Corporation, a Michigan corporation with offices in Ann 
Arbor, Michigan; and Kenneth E. Tureaud of Ann 
Arbor, former president and board chairman of POM 
and current president and board chairman of RSA. 


The complaint alleged that POM and Tureaud violated 
the registration provisions of the Securities Act of 1933 
and the antifraud provisions of the Securities Act and 
the Securities Exchange Act of 1934 in connection with 
the offer and sale of fractional interests in oil and gas 
leaseholds and common stock of POM. According to 
the complaint, POM and Tureaud misrepresented 
material facts and omitted to state material facts 
concerning, among other things, the failure and inability 
to commence drilling of oil and gas wells within the time 
represented; failure to escrow drilling funds; diversion 
and use of approximately $1 million of proceeds from 
sales of the securities for corporate purposes of POM 
other than the drilling of oil and gas wells; and payment 
of secret fees and commissions. 


The complaint also charged that POM and Tureaud 
violated the antifraud and reporting provisions of the 








Securities Exchange Act by, among other things, filing 
with the Commission a _ misleading registration 


Onc: which overvalued certain POM oil and gas 


properties by approximately $1.6 million, and certain 
quarterly reports which represented that POM had net 
earnings when in fact there were actual losses for the 
periods concerned. 


The complaint also alleged that RSA and Tureaud 
violated the antifraud provisions of the Securities Act 
and the Securities Exchange Act in connection with the 
sale of RSA common stock; limited partnership 
interests and investment contracts, and that RSA and 
Tureaud misrepresented material facts and omitted to 
state material facts concerning, among other things, 
the personal financial condition of Tureaud; the 
financial condition and profitability of RSA; the 
application and use of proceeds from sales of the 
securities; and the ability of Tureaud and/or RSA to 
complete certain undertakings promised to investors. 


The complaint further alleged that Tureaud violated the 
antifraud provisions of both the Securities Act and the 
Exchange Act in connection with the sale of RSA 
common stock; limited partnership interests and 
investment contracts, and that he misrepresented 
material facts and omitted to state material facts 
concerning, among other things, his personal financial 
condition; the likelihood of securing a National Football 
League expansion franchise; the likelihood of a former 


ov" player and current head coach becoming head 


coach of the expansion franchise; and the existence of 
private civil suits for damages against Tureaud and/or 
RSA. 


In addition to requesting permanent injunctions, the 
complaint also asked as ancillary relief that RSA and 
Tureaud provide shareholders of RSA with financial 
information about the company and that independent 
legal counsel review all offers and sales of securities in 
the future by RSA and/or Tureaud. 


Tureaud and RSA, without admitting or denying the 
allegations in the complaint, consented to entry of 
permanent injunctions in accordance with the demands 
in the complaint, and to the ancillary relief. 


On June 6, 1977, United States District Judge John 
Feikens entered Final Judgments (Permanent Injunc- 
tions) as to RSA and Tureaud, permanently enjoining 
further violations of the antifraud provisions 
above-mentioned, and also permanently enjoining 
Tureaud from further violations of the registration 
provisions of the Securities Act. In addition, RSA and 
Tureaud will be required, within six-months, or such 
other time as may be agreed upon by the Commission's 
staff and counsel for RSA, to provide to RSA 
shareholders information as to the financial condition of 
RSA, prepared by independent accountants in a form 


and containing such information that is acceptable to 
the Commission's staff; and additionally, RSA will be 
required to provide similar information as of the close of 
each fiscal year of RSA for the next five fiscal years 
thereafter. RSA and Trureaud also agreed that 
independent legal counsel will review for compliance 
with the federal securities laws all offers and sales of 
securities in the future by RSA and/or Tureaud, before 
any offer for sale, whether or not such securities may be 
exempt from the registration requirements of the 
Securities Act of 1933. The action is continuing as to 
POM Corporation. 
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SEC v. SHELBY BOND SERVICE CORPORATION, et 
al., 
(W.D. Tenn., Civil Action No. 77-2236) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office, announced that on May 20, 1977, the Honorable 
Robert M. McRae, Jr., United States District Judge for 
the Western District of Tennessee, Memphis Division, 
issued orders of permanent injunction from further 
violations of the anti-fraud provisions of Section 17(a) 
of the Securities Act of 1933 and Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 
thereunder against Shelby Bond Service Corporation 
(‘Shelby Bond’’), a now defunct Memphis, Tennessee, 
municipal securities broker-dealer, Precision Optical 
Laboratory, Inc. (‘‘Precision Optical’) of Gallaway, 
Tennessee, a Tennessee corporation, Max J. Baer, 
Charles M. West, Richard C. Flick, Patrick Lawyer, 
Donald E. Helms, all of Memphis, Tennessee, Manual 
W. Yopp of Germantown, Tennessee, and Richard Lutz 
of Southaven, Mississippi. Precision Optical, West, 
Flick, Lawyer, Helms, and Yopp consented to the entry 
of the orders of injunction. The judgments against 
Shelby Bond, Baer, and Lutz were by default. 


In addition, on May 27, 1977, Judge McRae issued 
orders of preliminary injunction from further violations 
of the anti-fraud provisions of the federal securities laws 
against Charles M. Beale of Cardova, Tennessee, and 
Robert E. Hawks and Edward J. Blumenfeld, both of 
Memphis, Tennessee, based upon findings set out in a 
memorandum opinion filed on that date. 


In addition, on May 27, 1977, Judge McRae issued 
orders of preliminary injunction from further violations 
of the anti-fraud provisions of the federal securities laws 
against Charles M. Beale of Cardova, Tennessee, and 
Robert E. Hawks and Edward J. Blumenfeld, both of 
Memphis, Tennessee, based upon findings set out in a 
memorandum opinion filed on that date. 
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The first two counts of the complaint alleged fraud in 
the offer, purchase, and sale of municipal securities by 
Shelby Bond, its principals, and its salesmen by making 
misrepresentations and omitting to state material facts 
concerning the nature and merits of the securities, 
charging prices for securities which were unrelated to 
the market price of the securities, selling securities 
without regard to the investment objectives or financial 
status of investors, recommending securities without an 
adequate basis upon which to make the recommend- 
ation, and using sales techniques which amounted to a 
course of conduct which operated as a fraud upon 
purchasers of securities. Hawks was chairman of the 
board of directors of Shelby Bond, Beale was president 
and a director of Shelby Bond, and Baer was 
vice-president and a director of Shelby Bond. 


The third and fourth counts of the complaint alleged 
fraud in the offer and sale of municipal securities issued 
to finance Precision Optical (first mortgage industrial 
development revenue bonds of the Gallaway Industrial 
Development Board of Gallaway, Tenn., issued 
November 29, 1974) which were underwritten by 
Shelby Bond, unconditionally guaranteed by Shelby 
Bond, Precision Optical, Hawks, Baer and Beale, sold 
through Shelby Bond using the alleged fraudulent 
methods outlined in the first two counts of the 
complaint, and which defaulted in payments of interest 
and principal on November 1, 1976. 


For further information see Litigation Release No. 7888. 
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SEC v. E.L. AARON & CO., INC., et al. 
(S.D.N.Y., 76 Civil 907) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 


Commission, announced that on May 3, 1977, after a 
trial on the merits, the Honorable Lee P. Gagliardi, a 
United States District Judge in the Southern District of 
New York, issued a written decision finding that the 
sole remaining defendant, Peter E. Aaron (‘‘Aaron’’) of 
Brooklyn, New York, violated the registration and 
anti-fraud provisions of the federal securities laws in 
connection with the offer and sale of the common stock 
of Lawn-A-Mat Chemical & Equipment Corp. (‘“7LAM’’) 
to the public. Specifically, the court found that Aaron 
violated the registration provisions and Rule 144, 17 
C.F.R. 230.144 thereunder, by arranging the purchase 
of restricted LAM shares for the trading account of E.L. 
Aaron & Co., Inc. (“Aaron & Co.’’) at a time when 
Aaron & Co. was soliciting customers’ orders for the 
purchase of LAM stock. The court found that Aaron & 
Co. purchased these restricted shares in pre-arranged, 
sham transactions through another brokerage firm 
acting as an intermediary and, in so doing, functioned 
not as an agent or broker for a customer but as a 
principal or dealer for its own account in violation of 
Rule 144. 


In addition, Judge Gagliardi held that Aaron violated 
and aided and abetted violations of the anti-fraud 
provisions by failing to restrain Aaron & Co. registered 
representatives under his supervision from making false 
and misleading statements in connection with the offer 
and sale of LAM stock. 


Thereafter, on May 19, 1977, Judge Gagliardi signed a 
final judgment of permanent injunction enjoining Aaron 
from further violations of the registration and anti-fraud 
provisions of the federal securities laws in connection 
with the offer and sale of LAM common stock or any 
other securities. 


For further information, see Litigation Release No. 
7297. 
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